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THE GERMAN CORPORATION LAW OF 1937 


The new legislation creates a separate law for the corporation and limited partnership 
with transferable shares which were previously regulated under the Civil Law Code. It 
applies some of the leading economic ideas of the National Socialists to the field of business 
organization. The main objects of the law include the following: (1) restriction of the 
privilege of incorporation to medium and large-size firms in order to force business into the 
more personal partnership form; (2) an attempt to make the corporation itself less im- 
personal in nature by means of publicity; (3) introduction of the “leader principle” 
(Fihrerprinzip) ; (4) protection of the interests of the public, employees and company by 
granting to the state broad powers of intervention. 

A study of the law and its background reveals the National Socialist desire to force 
all forms of economic activity to observe its rule of “public welfare before individual gain” 
(Gemeinnutz vor Eigennutz). It also illustrates the fact that there has by no means been 
complete unanimity of opinion over economic matters in the Third Reich. Although there 
was some opposition to the corporation as a vestige of liberalism, the law can hardly be 


termed radical. 

The new German corporation law of January 30, 1937, is important for 
two reasons: first, it is the first thorough-going change in the law of cor- 
porations since 1884, It creates a new special law for the corporation (Ak- 
tiengesellschaft) and for the limited partnership with transferable shares 
(Kommanditgesellschaft auf Aktien). Both types of companies were pre- 
viously regulated under the Civil Law Code (Biirgerliches Gesetzbuch) . The 
second reason is that the National Socialist government is now able to extend 
its philosophy of government into another field of economic activity which 
was previously more or less dominated by the principles of liberalism. The 
two important Nazi concepts of “the general welfare above individual in- 
terests”’ and the “leader principle’’ (Fihrerprinzip) have now penetrated 
into corporation law. 

The law of the private company (Gesellschaft mit beschrankter Haftung) 
still remains unchanged; but it, too, is scheduled for alteration, 2nd a com- 
mittee of the Academy of German Law, a Nazi institution, is now working 
on suggested changes. The question of the law of private companies is per- 
haps even more important than that of corporation law because such com- 
panies have been undergoing more hostile criticism (largely due to the fact 


that their finances are not subject to as much publicity) and because they are 
more numerous.* 


* According to the latest figures, at the end of 1937 there were 30,454 private com- 
panies with a capitalization of 4,632,000,000 reichsmarks and 6,094 corporations with a 
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Although the National Socialists came into power in January, 1933, it 
took them four years to effect any change of great importance in corporation 
law. In the meantime the corporation was attacked by orthodox Nazis as 
the leading instrument of ‘‘finance capitalism’; and the part played within 
it by Jews was, of course, much emphasized. To some extent the delay has 
probably been due to the fact that there was plenty to do in other fields where 
the introduction of Nazi principles was needed. Another good reason, how- 
ever, lay in the fact that there was by no means a high degree of unanimity 
among party and economic leaders about the fate of the corporation. Just as 
in other controversial questions in Germany at the present time, it is possible 
for the observer to distinguish between a radical and a conservative group 
of thinkers. Some of the former probably would have gone so far as to do 
away with the corporation altogether and place all business upon a partner- 
ship or single enterprise basis, giving as their grounds for such action the 
lack of personal relations within the ‘‘anonymous”’ corporation and the vari- 
ous abuses which came to light during the depression. Nevertheless, even 
most of those with radical proposals were willing to accept the corporation 
as the best means of financing and managing modern large-scale industry. 

Nazi economic writers favored the establishment of some form of dic- 
tatorship within the corporation similar to the form of government in 
political circles. One suggestion involved the administration by a “Fuhrer,” 
subject only to occasional votes of confidence by the stockholders whose 
representatives—the Board of Directors—were to choose him.? The only 
other power permitted to the stockholders would be the approval or disap- 
proval of changes in the company’s charter. Naturally, the state was to be 
granted more power over the corporation. It could approve the selection of 
the Board of Directors by the stockholders and reserve veto power over any 
actions of it, the Board of Managers and the stockholders in order to pro- 
tect the public interest. 

Another suggested change was the division of the stockholders into two 
groups: one, the ‘‘Administration Group,” to be composed of holders of 
“name shares’ with voting power and unlimited dividends but with limited 
transferability; the other, the “Common” or more numerous “bearer” shares, 
without voting rights but with easy transferability and limited dividends.’ 
This proposal recognized the fact that the mass of stockholders possesses 
only small holdings individually and is uninterested in voting rights but 
would welcome a certain amount of security and preference in the distribu- 


capitalization of 18,705,000,000 reichsmarks. (Vierteljahrsheft zur Statistik des Deutschen 
Reichs, vol. 47, 1938, erstes Heft, pp. 80, 97.) 

? Cf. W. Bachmann, ‘Das neue Aktienrecht,” in Die Deutsche Volkswirtschaft, 1934, 
no. 9, p. 277. (In this paper “Aufsichtsrat” is translated as “Board of Directors” and “Vor- 
stand” as “Board of Managers.” This does not necessarily imply that their functions are 
exactly the same as under Anglo-American law. ) 

* Cf. Bachmann, op. cit 
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tion of profits. However, this idea was unacceptable to the committee in 
charge of drawing up the proposed changes (appointed in December, 1933) 
because of its complexity and the danger of its resulting in an even greater 
concentration of power within the corporation than now exists. 

More conservative and realistically-minded thinkers hesitated to introduce 
such radical changes in the internal administration of the corporation. For 
example, Dr. Schacht, in a much discussed speech in November, 1935,‘ 
reiterated his faith in the value of the corporation for the modern economic 
structure and questioned, among other things, the propriety of introducing 
a‘Fiihrer”’ into every corporation, regardless of the human material available 
and the rights of the stockholders in their investment. This speech as well as 
the preliminary report of the Academy committee aroused much controversy; 
and both were praised by the conservatives and condemned by the radicals.® 
Finally, in the early part of 1937, the Reich Ministry of Justice made public 
the new law after having studied the report of the committee and the en- 
suing discussion. That ended the matter. 

For purposes of study, one may divide the provisions of the new law into 
four main groups: first, those which have little to do with Nazi economic 
principles and which serve to encourage the use of the corporation, at least 
for large-scale business; second, those provisions by which the new govern- 
ment has endeavored to reduce the so-called ‘‘anonymity” or impersonal 
aspect of the corporation; third, those changes in internal administration 
which concentrate power in the Board of Managers (Vorstand) and intro- 
duce to some degree the ‘‘Fiihrerprinzip”’; fourth, those provisions by which 
the state is empowered to regulate the corporation in order to promote the 
general welfare. The degree in which the new law parts company with the 
old can also be measured in this way, 7.e., the first group can be considered 
the least radical, the fourth the most radical. 


Group I: The place of the corporation in the economic order, including 
also provisions which facilitate the raising of capital. 

In the future, no firm may be incorporated and thus acquire the advantages 
of legal personality and transferable shares unless its capital amounts to 
500,000 reichsmarks or more (par. 7). This eliminates the small company 
which seeks refuge from unlimited liability through incorporation. It also 
serves to reduce the total number of corporations and makes easier regulation 
by the state. Companies now existing with a capitalization of not more 
than 500,000 or less than 100,000 marks are permitted; but smaller com- 
panies must dissolve or become single enterprises, partnerships or even 
private companies, although the latter are frowned upon. 

This provision automatically eliminates 1,445 or 20 per cent of the com- 
panies in existence at the end of 1936; but these were so small that they 


* Published by the Reichsbank, November 30, 1935. 
Cj. F. Klausing, Das Abtiengesetz, Berlin, 1937, p. 22 (introduction). 
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constituted altogether only about .3 of 1 per cent of the total incorporated 
capital in Germany.® On the other hand, it should be noted that in the class 
between 100,000 and 500,000 reichsmarks capital, there were 2,418 com- 
panies or 33 per cent of the total number (3 per cent of total capitalization). 
For the future, therefore, a large part of the demand for incorporation will 
be eliminated. The result is a compromise between radical and conservative 
thought: the corporation is to be retained but only for that part of German 
business which, because of its capital requirements, is really in need of in- 
corporation. 

The old provision that no shares shall be issued with a par value of less 
than 1,000 reichsmarks has been revived (pars. 6 and 8) in order to dis- 
courage speculation in stocks by the small saver. 

The financial sections of the law (pars. 149-194) reveal on the whole a 
friendly attitude toward the corporation and serve to put the German com- 
pany on a more equal standing with its foreign competitors. Corporations are 
now permitted under special circumstances to raise capital by utilizing the 
preémptive right of the stockholders (pars. 159-168). Furthermore, the 
management can avoid the requirement that all increases in capital must be 
made with the specific permission of the stockholders by having a clause in 
the charter permitting blanket increases to be valid for a term of five years 
(pars. 169-173). 

A more severe attitude has been adopted toward the issuance of convertible 
and participating bonds. The former may be issued only with the permission 
of the stockholders and the Reich Ministry of Economics; the latter require 
a vote of the stockholders alone (par. 174). This restriction was introduced 
to prevent abuses in the issuance of such securities which have occurred in 
the past. 

The other financial provisions of this section of the law concern reduc- 
tions in capitalization where an effort is made better to protect the interests 
of the creditors of corporations (pars. 175-181). 

Group II: The attempts to “‘personalize’’ the corporation. 

One of the chief Nazi complaints against the corporation was that little 
was known of the persons who administer or actually control the company, 
either through an official position or through large stock holdings. Further- 
more, the numerous and scattered stockholders have little or no personal 
relations among themselves or to their company and they are usually inter- 
ested only in their dividend checks rather than the company as their own 
enterprise.’ Hence, as far as possible, it was desired to introduce at least 
some of the personal touch and loyalties of the partnership and one-man 
organizations. However, the members of the committee do not seem to have 
been naive enough to believe that the typical corporation with its necessarily 


* Statistisches Jahrbuch fiir das Deutsche Reich, 1937, p. 414. 
* Cf. Klausing, op. cit., pp. 52-53 (introduction). 
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large list of stockholders could be made the exact counterpart of the other 
forms of business organization.® 

In order partially to bring this about, the corporation is now compelled 
to print the names of all the members of the board of managers and the 
name of the chairman of the board of directors on all of its business letters 
and financial reports (pars. 100 and 128). Furthermore, it is declared to 
be the fundamental right of the stockholders to demand and receive any 
information about the company, unless its competitive standing or the wel- 
fare of the people and Reich are endangered thereby (par. 112). The con- 
nections of a company with a combine (Konzern) and its membership in 
cartels and similar organizations must be revealed to the stockholders in the 
annual report (par. 128, secs. 8 and 9). The last-mentioned paragraph will 
certainly aid the state in its regulation of business combinations as well as 
inform the stockholders. 

The mere publication of the names of leading officials hardly seems sufh- 
cient to cast much light on the personalities ‘‘behind the scenes’’ in a cor- 
poration. It would constitute a much more effective weapon if combined 
with the revelation of the names of those who hold the largest blocks of vot- 
ing stock. A start has been made in this direction in Paragraph 114. Banks 
which desire to vote shares deposited in their care by customers must first 
secure their permission to do so. This is intended to limit the power of the 
banks at stockholders’ meetings. In the past it was possible for banks to 
utilize the voting power of such shares even without the knowledge of the 
owner. In order to cast even more light upon the control, it is specified in 
Paragraph 110 that in all cases of proxy voting (including voting by banks 
as described above) the voter must specify which shares belong to him (if 
any) and which belong to others. Besides, no subsidiary company may vote 
shares of the parent company which it may own (par. 114, sec. 6). These 
tules all serve to broaden a provision of the old law which called for a list 
of all those voting at meetings of the stockholders, with the amount of their 
holdings. 


Group III: The internal administration of the corporation. 

Even more important changes have been made in the internal organization 
of the corporation. As mentioned above, far-reaching proposals were made 
at first to place the “economic republic” of Blackstone in the same category 
as the former political republic in Germany by introducing the “Fihrer- 
prinzip” whereby all control and responsibility could be centered in one 
person who would have almost unlimited power. Although these radical 
proposals failed to appear in the final draft of the law, some recognition was 
made of them, as will be shown. 

In the first place, the board of managers is declared to be in sole charge of 


, ‘Cf. W. Kisskalt. “Reform des Aktienrechts” in Zeitschrift der Akademie fiir Deutsches 
Recht, vol. i, no. 1, 1934, p. 20. 
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the business, subject only in certain limited matters to the control of the 
stockholders (par. 70). It was felt that through such concentration of con- 
trol the administration of the business could be made more efficient and 
kept out of the hands of an inexperienced and changing mass of stockholders. 

A further important concession to Nazi principles is contained in the 
rule that the board of managers shall manage the company “for the good 
of the firm, its employees and for the welfare of the people and the Reich” 

(par. 70). The management is thus subject to the criticism not only of the 
owners of the business but also of the employees (7.e., the German Labor 
Front) and the Nazi State 

As in the old law, the board of managers is selected by the board of 
directors. The term of office is five years and it is renewable (par. 75). 
Under the previous law the term was indefinite. Members of the board of 
managers can be replaced for an “important reason’’ (wichtige Grund). 
Such a reason includes gross neglect of duty and inability to attend to the 
ordinary transaction of business. 

In the discussions about the important matter of responsibility for acts 
committed by the managers, the proposals ranged from partial or complete 
liability to compulsory stock holdings. Paragraph 84 of the actual law de- 
mands conduct involving “the care of an ordinary and conscientious head 
of a business.’ The managers must bear the burden of proof that such has 
been the case. Damage done to the company through acts in violation of 
this rule must be repaid, but this excludes losses occurring entirely beyond 
the control of the management or when it was operating under a specific 
order of the stockholders. Hence the businessman cannot be held responsi- 
ble for changes due to the business cycle unless, of course, they could have 
been readily foreseen 

The efficient operation of the business can also be improved through Para- 
graph 71 which makes it possible for the board of managers to consist of 
one person; or a board may agree to place all responsibility in the hands of 
its chairman (par. 71). By means of these provisions a company can have 
a ‘‘Fiihrer”’ if it so desires. Thus the Nazi demand has become an option; 
and Schacht’s fear that capable dictators are not numerous enough to provide 
one for every corporation (cf. above) has been recognized. 

The board of directors still has the function of protecting the interests of 
the stockholders and is selected by them, but in the interests of efficiency 
the maximum size has been reduced for the largest companies (not less than 


20,000,000 reichsmarks capitalization) from 30 to 20 and proportionately 
less for the medium-sized and smaller companies (par. 86). Furthermore, 
no single director may hold such a post in more than 10 companies (pfe- 
viously 20). The earlier prohibition against being a member of both the 

* Cf. for example the f the Nazi Die Deutsche Volkswirtschaft in the years 1934 


and 1935. 
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board of managers and the board of directors has been retained (par. 90). 

Although the functions of the board of managers have been clarified and 
provision has been made for a leader or ‘‘Fihrer,”’ it would be far from 
the truth to state that a dictatorship has been established within the German 
corporation. The stockholders still hold a limiting influence in certain mat- 
ters and the state is more powerful still. The place of the latter in the new 
law will be taken up under a separate heading; the powers of the stock- 
holders will be treated below. 

Appointment: As already noted, the stockholders exert an indirect con- 
trol over the board of managers through their selection of the board of 
directors which, in turn, selects the managers. 

Responsibility of the managers to the company for damages: This has 
already been explained and it constitutes an important check on the 
actions of the board. 

Special representation on the board of directors: Specific stockholders may 
have the right under the terms of the charter to send their own special repre- 
sentatives to the board of directors (par. 88). The total number of such 
representatives may not exceed one-third of all the directors. This provision 
was created especially for the so-called “mixed companies’ where cities or 
other governmental bodies own blocks of stock.’® 

Calling of a special meeting: The right of stockholders under the old law 
who hold at least one-twentieth of the capital stock to call a meeting for 
good cause has been retained (par. 106). 

Right to information: Cf. above. 

Voting right of preferred stock: Although provision has been made for 
non-voting preferred stock, this stock may acquire voting rights if the 
dividends are not paid in full for two consecutive years (par. 116). This is 
similar to the position of preferred stock in many American companies; and 
its value depends, of course, upon the amount of preferred stock issued rela- 
tive to common. 

Control over the distribution of net profits: Despite the opposition of less 
conservative persons, final distribution of net profits (after all costs, includ- 
ing depreciation and reserves) is placed in the hands of the stockholders 
(par. 126). Since the power of management over the setting aside of funds 
for special reserves has not been impaired, it is doubtful whether this power 
is really as important as it seems at first glance. It should be added that the 
annual financial report of the managers must be approved by the directors 
before being submitted to the stockholders. If approval is not forthcoming, 
the stockholders have the final decision over the entire report (par. 125). 

Auditing of the company’s books: As in the Civil Code law, the annual 
audit must be performed by independent auditors licensed by the state and 
chosen by the stockholders (pars. 136 and 137). 


" Cf. Klausing, op. cit., p. 76. 
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Preémptive right: This has been retained. It can be omitted only by at 
least a three-fourths vote of the affected stockholders (par. 153). 

Changes in the charter: Various important changes in the charter and 
by-laws affecting the interests of the stockholders cannot be made without 
the consent of three-fourths of them. Such changes include, for example, an 
increase or reduction of the capitalization, dissolution, change over to another 
form of company (pars. 145 and 146). A similar provision was contained 
in the old law. 

Loans to officers: As in the earlier law, such loans or credits are permitted 
only with the specific consent of the board of directors. The circle of officials 
to whom this limitation extends has been widened to include leading off- 
cials having the right to hire and fire other employees, as well as including 
the board of managers (par. 80). 

It can thus be concluded that a considerable amount of control over their 
company still remains in the hands of the stockholders. 


Group IV: State regulation and control. 
It is under this heading where one encounters the greatest break with the 


past. The Nazi rule that ‘‘Politics leads economics and not vice versa” has 
been followed, although not quite so far as some demanded when the law 
was drawn up (cf. above). The result is that the state can exert the power of 


life and death over a corporation both before and after its charter has 
been granted. 
At the time that a company is being organized, the courts have the right 


to decline its registration (incorporation) if the promoters have not fol- 
lowed the law to the letter or if the preliminary audit is unsatisfactory or if 
goods and services taken in exchange for capital stock have been overvalued 
(par. 31). 

The above is intended for the protection of existing and potential stock- 


holders and creditors rather than for the general welfare. For the latter 
the Nazi state has introduced more far-going principles. As stated above 
(p. 658), the board of managers must direct the company for the good of the 
employees and for the welfare of the people and the Reich (par. 70). Fur- 
thermore, any participation by the managers in the company’s profits must 
stand in a “reasonable relationship to expenditures for the good of the 
employees or to provisions for the general welfare” (par. 77). Similarly, all 


expenses (including salaries, participations in profits, commissions, etc.) of 
the managers and directors must stand in a reasonable relationship to their 
functions and to the condition of the company (pars. 78 and 98). 

These are interesting provisions. A limit is placed upon the “tantieme’ 
or shares in the profits by the officers; and the interests of other groups in 


society are recognized. As far as the state officials are concerned, the law 
is pleasingly broad. A company may be forced to grant its employees vaca- 
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ions with pay or Christmas bonuses or even participation in profits (al- 
though no mention is actually made in the law of so ““Marxistic” a measure). 
The “general welfare’’ might include anything from factory beautification 
to public comfort stations. All of this is considered in Germany an aspect of 
German Socialism,” vz: the improvement of the condition of the working 
masses and the glorification of manual labor without giving up private 
ownership of industry. Paragraph 77 especially carries a note of warning 
for German “big business’ leaders. One might well ask why such social 
measures should be limited to business organized in the corporation form. 
Possibly one answer might be that this really includes large-scale business 
which, with its large number of workers and mass production methods, is 
more in need of factory welfare work than small-scale business. 

Even more interesting is the material contained in Paragraphs 288 to 293 
by which direct state intervention is made possible. Paragraph 288 applies to 
companies (including limited partnerships with transferable shares) which 
endanger the general welfare through conduct which is against the corpora- 
tion law or which is “‘contrary to the principles of responsible business man- 
agement.” A firm guilty of such conduct can be dissolved by the Reich 
Economic Court upon application of the Reich Minister of Economics. 

This part of the new law thus places considerable power in the hands of 
the state, a state which, it must now generally be realized, is not at all 
friendly disposed toward capitalism and liberalism. The language used is 
in such broad terms that much will depend upon the interpretation of the 
courts and the Ministry of Economics. The aim, of course, is to preserve 
the corporation but force its conduct into channels compatible with Nazi 
ideas. These include concentration of responsibility, interest in the welfare 
of the employees or “followers” and, above all, service to the state.™ 


Immediate Results of the Law 


The most important result so far has been the decline in the number of 
corporations. This follows, of course, from Paragraph 7 which limits the 
corporation to large-scale business. However, the movement into other 
forms of business organization really began before the promulgation of the 
new corporation law. As a result of the hostility toward “‘anonymous’’ busi- 
ness, a law encouraging transference from companies with share capital to 
the single enterprise and partnership was brought out in July, 1934. From 
that date to the end of 1937, 1,373 corporations changed their form of or- 
ganization, many of them (617) becoming limited partnerships, many 
others (438) single enterprises.’ As a result of this and the corporation 
. mn Cf. for example, A. Noll, Grundsatze Nationalsozialistischer W irtschaftspolitik, Berlin, 


Cf. Vierteljabrshefte zur Statistik des Deutschen Reichs, vol. 47, 1938, erstes Heft, 
Pp. 98, 
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law, the number of corporations was 16 per cent less at the end of 1937 
than at the end of 1936. In terms of capitalization, the reduction was only 3 
per cent because most of the change-overs took place among the smaller 
corporations. 

A more significant result is the increased power given to the state over 
large-scale business. This must be considered in connection with the philoso- 
phy of the National Socialist movement which justifies all state intervention: 
abolition of any dependence upon the “‘liberalistic’’ laissez faire and assump- 
tion by the state of the guiding power over the economic activities of the 
nation so that they may remain in socially correct channels. 

The remainder of the law does not seem too radical; in fact, the spirit of 


compromise is revealed in some of its provisions. In some respects it can be 
considered a continuation of trends which began before 1933 and which 
include, among others, discouragement of stock ownership by the “‘masses,” 
increased power of the board of managers, more protection for stockholders 
and creditors. Even the increased regulation by the state is not too much of a 
novelty in a country which, with the possible exception of the years of the 
Republic, has always been tr iditionally antagonistic toward liberalism. 

Time alone provides the best method of studying this law. Its most im- 
portant provisions are so broad that one would do well to await their in- 
terpretation by the regulating authorities. 


WILLIAM CONRAD KESSLER 
Colgate Univers: 
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DR. TUCKER’S “REASONS” FOR PRICE RIGIDITY 


|. If, as Rufus Tucker contends, rigid prices are not a new development, at least their 


increased, and (2) expansion of the market has magnified the significance of all price and 
production relationships. II. Tucker's explanation in terms of certain “conditions of supply 
and demand”’ is inadequate to account for the differing flexibilities of prices; fewness of 
ellers is an essential element in the explanation of many rigid prices. Furthermore it is 
bviously erroneous to imply that flexible prices are confined to agricultural commodities. 
High flexibility of agricultural prices is explicable chiefly in terms of the individual seller's 
lack of a significant degree of control over total supply. In industry, control over supply, 
though limited in varying degree, is usually greater than in agriculture. III. Piecemeal 
recognition by the “‘classical’’ economists that there are disparities in the price responses of 
various articles is no indication that rigid prices are not in conflict with the mechanism of 
equilibrium envisaged in traditional theory; and Tucker's description of this mechanism is 
incomplete. IV. The most important “problem” of price rigidity is its significance for the 
tidal movements of business activity to and from depression. 


That price rigidity is not a phenomenon of recent origin now seems to 
have been clearly established, particularly by the recent contributions of Don 
D. Humphrey,’ Rufus S$. Tucker,? and Edward S. Mason.* Dr. Tucker’s two 
articles provide evidence of the presence of rigid elements in the price 
structure for more than a century. Unfortunately, Dr. Tucker makes certain 
contentions which go well beyond any conclusions which may legitimately 
be drawn from his statistical studies. In brief, he attempts to show, implicitly 
or explicitly, that: (1) the significance of price rigidity is no different now 
from what it was a century ago; (2) size of firms (and presumably fewness 
of sellers) has nothing to do with rigid prices; (3) the “classical’’ economists 
were aware of price rigidity and took account of it in their system. The third 
contention is offered in the belief that it proves that no additional interfer- 
ences with laissez-faire are necessitated by inflexible prices. 

Subsequent pages deal briefly with each of these contentions in turn. The 


concluding section examines a few points which bear on the relation of price 
rigidity to cyclical fluctuations. 


I 


Mason has adopted ‘‘a skeptical attitude toward the possibility of return- 
ing a sensible answer to the question whether the price system is now more 
or less flexible than it once was.’’* Surface data on prices do not tell the whole 
story. Neither Gardiner Means nor Dr. Tucker—chief disputants in the 
discussion to date—has mentioned that the relative importance of many 
flexibly priced products, notably agricultural products, has greatly declined. 
The decline is apparent in all the series which may be deemed most relevant: 


: The Nature and Meaning of Rigid Prices,” Jour. of Pol. Econ., Oct., 1937. 

' The Reasons for Price Rigidity,” Am. Econ. Rev., March, 1938; “The Essential His- 
t - Facts about ‘Sensitive’ and ‘Administered’ Prices,” The New York Times Annalist, 
Feb. 4, 1938. 

"Price Inflexibility,” Rev. of Econ. Statistics, May, 1938. 

“ibid., p. 58. 
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physical volume of output, value of output, and number of employees. Con. 
versely, the relative importance of many inflexibly priced products has greatly 
increased. This factor, which may be called the problem of weighting, is 
mentioned by Mason. Another crucial factor is the changing scope of the 
money economy. To neglect the intensive and extensive expansion of the 
market in the past hundred or more years is to neglect an essential fact of 
economic history. Walton Hamilton speaks® of the nearly isolated farm 
family, still dominant at the end of the Civil War, as comprising an “all. 
but-priceless’’ economy. Whatever significance price inflexibility may Possess 
is obviously enhanced by the greater degree in which it now impinges upon 
all human activities. 

The fact that there are offsetting considerations, such as changing quality 
of product, may make questionable the exact sense in which it is reasonable 
to say that prices are now more rigid than formerly; but common observation 
powerfully suggests that the expanding area and changing components of 
the industrial scene have magnified the significance of inflexible prices and 
hence have increased the rigidity of the price system in some very funda- 
mental way. 


II 
According to Tucker the “‘reasons’’ for price rigidity are certain conditions 
of supply and demand. Under supply the following considerations are 


mentioned: (1) the influence of weather conditions and the perishability 
of that part of the supply which is already in the market; (2) the length of 
the period of production, with emphasis on agricultural products and the 
impossibility of changing the short-run supply within the crop period, said 
to be anywhere from one to three years; (3) the extent to which it is possible 
to reduce costs or defer their recovery when demand falls. With regard to 
demand, the following suggestion is made: manufactured goods are usually 
more durable and less urgently needed than farm products and their deriva- 
tives. Their period of use can be stretched, or they can be entirely dispensed 
with, in depressions. Furthermore, it is argued, retrenchment along such 
lines will probably occur whether price is reduced or not; hence in depres- 
sions the demand for manufactured goods becomes quite inelastic, and sub- 
stantial reductions in price would bring very little increase in sales. Tech- 
nically speaking, the demand curve not only moves to the left but also ac 
quires a steeper slope 

These conditions of supply and demand are offered as the major explana- 
tions of the co-existence of flexible and inflexible prices; the scale of enter 
prise and the degree of concentration are viewed as irrelevant. 

Conditions of Supply. The first and second of the “‘conditions of supply’ 
involve a confusion of two aspects of price flexibility, and have little or n0 
bearing on what seems to be the more important of these aspects. Even if 

5In the introductory chapter of Price and Price Policies (1938), p. 7. 
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no attempt is made to formulate a rounded definition of price flexibility, 
two concepts are readily distinguishable: clearly, importance attaches not 
merely to the frequency but also to the magnitude of price changes, The 
U-shaped charts showing frequencies of change have attracted most atten- 
tion, and Dr. Tucker has concentrated on this one aspect. What has been 
overlooked is the fact that Dr. Means apparently used this device largely to 
show the variation which exists in the degree of price competition present in 
different industries. He considers the amplitude of the price changes to 
which different industries are subjected by competition, in periods such as _ 
1926-33, as the really significant problem. The magnitude of the decline in ‘ 
this period in the general level of prices for agricultural staples certainly 
finds no explanation in the ‘‘perishability” of farm products; the fact is, of 
course, that the great staples are scarcely perishable in the ordinary sense of 
the word. The duration of the lengthy downward movement of farm prices 
far exceeded all crop periods, so the length of time required to change the 
supply cannot be offered in explanation of the trend in prices. Nor do 
weather conditions provide any explanation. 

The only remaining factor offered by Tucker on the supply side is that 
of cost conditions, the substance of the argument being that agricultural 
costs are much more capable of being reduced, or their recovery deferred, 
than manufacturing costs. In manufacturing, hired labor is a very large ele- 
ment in costs, whereas in farming the enterpriser and his family do a large 
part of the work. In hard times the farmer and his family will work for 
little or no pay; and it is even easier then to persuade the hired labor, than 
it is to persuade industrial labor, to accept wage cuts. One reason for this 
is that farm wages are partially paid in food and lodging; so long as the 
farmer can supply these, the worker is tempted to remain. Another element 
in the situation is depreciation, a deferrable charge: the farmer is said to 
be more inclined to ignore such costs than the manufacturer, either because 
his bookkeeping is less careful or because he feels he has no choice since 
his farm is his home. 

What Tucker has said about the attitude of the farmer toward costs is to 
some extent true, although probably to a lesser degree than is alleged, for 
the farmer has had to adjust himself to the money economy. The fatal defect 
in the reasoning which has been presented is the implication of a rigid 
dichotomy of cost conditions in agriculture and in manufacturing. It is 
possible that agriculture does have relatively higher overhead costs and, 
within the limits of existing capacity, relatively lower differential costs than 
most other industries; it may be, as Tucker asserts, that there are fewer out- 
of-pocket costs in agriculture than anywhere else. But the difference is one 
of degree. Clearly, overhead costs in certain manufacturing industries are 
proportionately as great as, or greater than, they are in agriculture; in other 
manufacturing industries the proportion is only slightly smaller. As J. M. 
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Clark has shown in his Studies in the Economics of Overhead Costs, in all 
industries there are some costs which are, in the short run, constant,® some 
which vary directly with output, and some which vary with output but not 
in the same degree. The proportions of the three kinds of costs vary from 
industry to industry. If agricultural and manufacturing industries were 
ranked according to their percentages of overhead costs they would form a 
hierarchy, not a dichotomy. The same thing would be true if all industries 
were ranked according to the extent to which they have succeeded in reduc. 
ing costs, or postponing their recovery, in depressions. In manufacturing 
industries wages have been reduced, material costs have been reduced, and 
as for depreciation charges, industrialists on occasion treat them quite as 
cavalierly as farmers are said to do. Such cost slashing is just as necessary, 
and no less possible, when price is maintained and output falls off substan- 
tially as it is when the fall in demand is cushioned by reductions in price. In 
the light of these facts it is clear that the striking flexibility of agricultural 
prices, in contrast with prices for many manufactured goods, is not to be 
explained in terms of the characteristics of agricultural costs, because there is 
no sharp distinction between cost conditions in agriculture, on the one hand, 
and in manufacturing industries, on the other. 

It has been known for some time, but recognized imperfectly of late, that 
overhead costs (even when they are out-of-pocket costs) do not in them- 
selves constitute any explanation of rigid prices, but are rather, in the first 
instance, an incentive to ‘‘cutthroat’’ competition.” Overhead costs make 
large internal economies possible, however; and where these economies are 
so great as to result in a scale of enterprise at which a few firms are sufficient 
to supply the whole market, both the desirability and the possibility of price 
maintenance are enhanced. In agriculture several forces have worked against 
the attainment of such a scale of activity. 


It is true that variable unit costs are not the sole factor which can lead 
to concentration, nor are rigid prices found only in oligopolistic markets. 
None the less, these three conditions are associated with conspicuous fre- 


quency. But it is concentration, rather than the mere fact of overhead costs, 
which accounts for the tendency toward price inflexibility. Evidence on this 
point is provided by the two branches of the coal-mining industry, bitumi- 
nous and anthracite. Differences in cost structure do not provide a sufficient 
explanation of the contrasting price histories of these two industries; it 
seems impossible to find adequate explanation on any ground other than the 


degree of concentration of control. 

*“Constant” costs |} that portion of total costs which is fixed, not to unit 
costs. Frequently the tw f this term are not clearly distinguished. 

' This fact was pointed out as early as May, 1918, in Spurgeon Bell's “Fixed Costs and 
Market Price’ in the Qua Journal of Economics. Bell further shows that only wher: 
concentration emerges, or general agreements which in effect restrict price cutting, do prices 


become stable. 
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One complicating circumstance should be mentioned. Tucker asserts* that 
there are industries where concentration of control of output is present but 
where prices fell more than the average from 1926 to 1933; also that there 
are industries where, producers being small and relatively numerous, prices 
none the less fell comparatively little in this period. Space does not permit a 
-areful examination here of the circumstances in each of the industries cited. 
Further, this paper makes no attempt to prove that fewness of sellers is the 
sole condition under which price rigidities appear: among others, such fac- 
tors as product differentiation, custom, and inertia undoubtedly play a part. 
But it can be shown that many of the industries cited by Tucker are not 
happily chosen. In rubber tires, rayon, and petroleum, for instance, special 
developments supervened: among these, technical progress, large reductions 
in raw-material costs, and sporadic but intensive competition from numer- 
ous small producers, are conspicuous (although not all of them apply to 
each industry mentioned). The response of sellers to such influences may 
he quite different from their response to diminished demand. Repeated price- 
cutting in the rubber-tire industry has contributed to the regret that ‘unlike 
the more experienced, older, and wiser industries, it had no opportunity to 
work out a solidarity and group consciousness.’’® Here is the very definite 
implication that greater and greater stability of price may be expected in the 
future in an industry which at present is relatively new, in comparison with 
an “older and wiser’’ industry such as steel. 

The general conclusion to be drawn from this discussion of costs in 
relation to price rigidity is that the power to maintain price, as well as the 
inducement to do so, is necessary. Overhead costs do not constitute such 
power; all that they provide is the inducement. Their indirect consequences 
may create a situation (oligopoly) in which the power as well as the induce- 
ment will be present. In this paper enough doubt has been thrown on the 
validity of any rigid distinction between cost conditions in agriculture and in 
manufacturing to suggest that farmers may have quite as strong an induce- 
ment to control output, hence price, as have many industrialists. The differ- 
ence between their positions is a difference in the degree of their power as 
individual sellers to influence price. The lengthy declines in agricultural 
prices in the period 1926-33 were not the result of any suicidal indifference) 
to costs on the part of farmers;"° they result from the fact that the individual 
farmer cannot influence price by curtailing output, and his only recourse 
when demand and prices fall is, in the absence of mutual action, to intensify 
his efforts to expand output. 

"In the Annalist, loc. cit. 

‘New York Herald Tribune, March 22, 1931. (Cited by A. R. Burns, The Decline of 
Competition, p. 140.) 
“Some of the reasons for the declines in agricultural prices after 1925 are outlined in 


Ezekiel and Bean, Economic Bases for the Agricultural Adjustment Act (U.S. Dept. of 
Agric., 1933), pp. 13-20. 
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In summary, none of the stated “conditions of supply” is adequate to 
explain rigid versus flexible prices as a general problem, nor even to explain 
the flexibility of agricultural prices so far as the amplitude of their fluctua. 
tion is concerned. A complete explanation requires other elements, chief 
among which seem to be the number of sellers and the resulting degree and 
character of competition 

That fewness of sellers is a leading cause of price rigidity may be con- 
fusing to those who, while recognizing that inflexibility has long dominated 
the price structure, think that oligopoly is of recent origin. The answer is that 
oligopoly is nothing new. If plants and enterprises were comparatively small 
in times long past, so also were the markets in which they dealt. Oligopoly 
in its modern form may differ from that of the past in important respects, 
but in its essentials it is certainly as old as the Industrial Revolution. 

Before turning to the “conditions of demand” it will be convenient to 
mention two incidental influences cited by Tucker: (1) the allegedly 
rigidifying effect of the practice among manufacturers of publishing price 
lists in advance of sales, even in advance of production; (2) a somewhat 
related consideration: the fact that the prices used by statisticians are the 
publicly announced prices, which frequently are not the prices finally paid 
by all customers. 

The practice among manufacturers of distributing price lists, involving 
as it does considerable expense, may have a perceptible influence in prevent- 
ing more frequent changes of certain industrial prices. It is submitted how- 
ever that the practice is more probably a result of tendencies toward price 
stability than their cause. Furthermore the magnitude of price changes result- 
ing from diminished demand is even more important than the frequency of 
such changes. The relative infrequency of change among some groups of 
manufacturing prices does not explain why the changes that do occur, besides 
being the most infrequent, are relatively the smallest. The supposedly rigidi- 
fying influence of printed price lists has little significance in any attempt to 
locate the underlying causes of price rigidity. With regard to the fact that 
manufactured goods occasionally are sold net to some customers at prices 
well below those announced, it is clear that this does occur. Means has recog- 
nized the practice, and it seems reasonable to believe he is correct in saying 
that “error from this source is probably not great in comparison to the very 
great difference in the magnitude of price changes for the rigid and flexible 
items.”"** Moreover, according to Means, prices in the B.L.S. index are 


based as far as possible on net—not quoted—prices. 

Conditions of Demand. The reasoning here simmers down to two aspects 
of the product: its durability and the degree to which it is or is not a neces- 
sity. The argument is this: in a depression, a man who owns an automobile 


which he would normally keep five years can easily make it last him seven ot 


™ Jour. of the Am. Stat. A June, 1935, p. 403, note. 
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eight years Or even more. Or, if he does not already own a car but has pre- 
viously contemplated buying one, he may postpone his purchase because he 
can live with less suffering and inconvenience without an automobile than 
without certain other things. In either case he will forego his purchase, it is 
argued, whether the price is reduced or not; thus demand will decline re- 
gardless of what happens to price. Therefore the large slump in manufac- 
turing industries cannot be attributed to inflexibility of price. 

Two very different points are involved in this argument. To assert—with 
much justice—that durable goods frequently attain high inelasticities of de- 
mand in times of depression is not to explain why the individual producer 
has to concern himself with what the market as a whole, or any appreciable 
portion of it, will take. Dr. Tucker’s primary argument, it is well to recall, 
is that size of enterprise (and, impliedly, fewness of sellers) has nothing 
to do with rigid prices. Essentially he is arguing that competition as it exists 
in the industries with rigid prices is as pure as competition in the agricultural 
staples. But if this were true, of what direct concern would it be to the 
individual seller of automobiles whether demand in the market as a whole 
were elastic or inelastic? The demand for farm products is at all times com- 
paratively inelastic; but the individual farmer does not have to consider the 
effect of his own output on price under such conditions. Under pure competi- 
tion the individual seller is not directly concerned with the elasticity of de- 
mand of the whole market; at the market price, which he views as given and 
as something over which he has no control, the demand for his product is 
perfectly elastic. 

Dr. Tucker’s “conditions of demand” provide a very useful suggestion 
as to why price policies in certain industries are what they are; but they do 
not show how it comes about that an individual seller is able to have a 
price “policy.” The explanation lies in the fact that in many industries he\ 
is confronted by a sloping demand curve instead of the horizontal demand 
curve of pure competition. Whether the slope of the curve results from 
fewness of sellers or product differentiation or both, the individual seller is 
in possession of a partial monopoly. His freedom to choose a price ‘‘policy”’ 
is explicable on no other basis. 


Ill 


If Adam Smith knew that manufactured textile goods did not vary so 
greatly in price, either in frequency or in magnitude, as did farm products, 
that is interesting, as is J.S. Mill’s knowledge of the fact ‘‘that the pure theory 
of political economy was based on the assumption of competition and that 
in the actual world competition even in wholesale markets did not always 
exist, and in retail markets was comparatively rare.’ Of themselves, how- 
ever, these facts say nothing as to the way in which the main structure of 
traditional theory handles the problem of inflexible prices. 
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According to Tucker’s analysis, ‘‘classical” theory provides for rigid 
prices by saying, in effect, that they make no difference. The “classical” 
economists 
maintained . . . that the normal price was determined by cost of production except 
in cases where the supply was fixed . . . they insisted that this tendency to con- 
formity with cost of production was at all times in operation, working itself out 
through the attraction of profits when the market price was above normal and the 
desire to avoid losses when the market price was below normal. The whole justi- 
fication of the free-price system consists in the fact that if consumers are unable 
or unwilling to pay prices high enough to cover the cost of production of a given 
supply the output of that commodity will be reduced; and similarly if consumers 
are able and willing to pay a price that results in a large profit the output of that 
commodity will be increased To assert that the decline in output of certain 
industries caused by the inability of producers to obtain prices sufficient to cover 
their cost of production vidence that the classical economic theory of value 
no longer fits actual conditions, is absurd . . . one is not justified in maintaining 
that [the classical economists} expected prices to fall far enough when demand 
declines to avoid the necessity of reducing output. 

Such an approach obviously begs the question of what “cost of produc- 
tion” is. Does Dr. Tucker imply that maintenance of price in the face of 
very large declines in demand insures that all “costs of production” will be 
covered? 

Other comments are more relevant to the central issue, however. To say 


that traditional theory did not expect prices to fall so far in response to 
diminished demand as to make a reduction of output unnecessary, is to 
understate the position of the “classical’’ economists on this point: any 
leftward movement of the demand curve must intersect the ordinary supply 
curve at a point at which a smaller amount will be offered for sale. In other 
words, it is not possible to suppose a fall in price, other things remaining un- 
changed, that would not be accompanied by a diminished output. Means’s 
argument does tend to oversimplify the issue here, and perhaps it is well that 
Tucker has raised this point. On the other hand, it is quite true that “classical 
economic theory rests upon the assumption that price and production, if 


disturbed from their equilibrium, tend to gravitate back toward that normal. 
.. . The equilibrium concept lies at the heart of classic theory.’? And the 
part supposedly played by price fluctuations in the maintenance of this 
equilibrium is well known. If demand falls, price must also fall; otherwise 
the brunt of the decline is borne entirely by output. This type of adjustment 
is now a frequent occurrence. In many industries sellers are few, price does 
not vary (substantially), falling demand is met by an extraordinarily prompt 
curtailment of output, and the whole pattern is accentuated by the business 
cycle which, it is well to recall, traditional theory cannot account for—even 
if individual ‘‘classical’’ economists were ‘‘aware”’ of cyclical movements. 


Mordecai Ezekiel, “T! bweb Theorem,” Quart. Jour. Econ., Feb., 1938, pp. 278-79. 
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rigid They were similarly ‘‘aware’’ of rigid elements in the price structure; they 
sical” were likewise ‘‘aware’’ of monopoly, which they proceeded to pigeonhole 
in a special compartment of economic theory. 

xcept IV 

) cOn- 

If out In the light of some of the considerations advanced in these pages, the 
id the implication that traditional theory has provided all the answers to the ques- 
Justi tions raised by rigid prices seems conspicuously unrealistic. Recent discus- 
nable sion of these questions has acquired ethical overtones. Laissez-faire is alleged 
on to be “justified” by over a hundred years of experience; and any attempt to 
f that show that rigid prices may now pose a serious problem in the economy and 
ertain one for which no automatic adjustment is as yet visible is regarded either as 
aueer a maligning of business morality or as an unwarranted assault on a theoretical 


value structure which perfectly fits actual economic conditions. 
eet Although Mason has suggested"* that there are numerous “‘problems’’ of 


price rigidity, depending on the purpose of the inquiry and the meaning 
which is assigned to the term, it would seem beyond question that in the _ 
oduc- current scene the predominant problem of price rigidity is its relation to the ' 

ce of vast fluctuations in the national income known as business cycles. 
ill be It would be idle to contend that rigid prices do not affect the amplitude | 


of cyclical swings. Unless it is a complete fiction that decisions to undertake | 
> ay entrepreneurial activities are based upon an appraisal of probable costs in 
o€ to relation to probable receipts, rigid prices for capital goods must constitute 


is to one of the intensifying forces of the downswing and one of the deterrents to 
wd business expansion from the trough of a depression. That such prices in 
pPly some instances remain relatively rigid during booms, as steel prices are said 
other to do, can only mean that certain of the forces responsible for undue expan- 
eel sion are largely unrestrained. The extent to which rigid prices act as a check 
ans s upon consumer demand in depressions may be somewhat less certain, but 
that that they are a partial check seems unreasonable to doubt. 
sical In discussing price rigidity as a phase of cyclical fluctuations, Dr. Means 
n, if has addressed himself, it must be admitted, to the central question. Among 
mal. Dr. Means’s critics there seems to be agreement, however, on one point: 
| Ge that the correlating of degree of price inflexibility with degree of curtail- 
this ment of production—the correlation to which Dr. Means has attached so © 
macnn gteat a significance—is probably a too-simplified procedure. Such a cor; 
Psst relation does not take into account the character of, and the consequent 
does character of demand for, the goods which happen to be inflexibly priced. 
Sal Dr. Means has shown a striking correlation in the case of ten selected 
_ commodities; but until the correlation is shown to be significant for a much 
— larger and more representative number of commodities, judgment must 
=. be suspended on the question which this correlation was designed to answer: 


8-79. * “Price Inflexibility,” Joc. cit. 
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whether the declines in output of the inflexibly priced products would have 
been substantially less in the great depression had the prices of these 
products been relatively flexible. Although the answer would not be com- 
pletely convincing even if the correlation were found to extend to a much 
larger number of items, at least it would then deserve greater attention than 
has hitherto been accorded it. 

To concede, however, that the elasticity of demand for a given rigidly 
priced commodity is such that sales would not be significantly larger if 
prices were substantially lower is not to negate the argument—outlined in 
the second paragraph preceding—that rigid prices are a causal element in 
cyclical fluctuations. The consequences of a simultaneous and drastic reduc- 
tion of a number of strategic prices would probably add up to something 
more than the mere summation of differences between the demand at the 
original price and at the reduced price, the difference being computed for 
each product on the basis of its own individual demand curve. In other 
words, this is a situation in which the whole is greater than the sum of its 
parts, the total effect of rigid prices upon expectation and investment being 
much greater than the sum of the effects of individual rigid prices. The rea- 
sons for such a situation are that the sources of demand for various products 
overlap, and that ultimately there is no demand for a given capital good apart 
from the demand for a number of capital goods; the underlying demand of 
the entrepreneur is for profits, not steel girders. In a simple case, the sep- 
arate effects of lower base prices for steel, lower base prices for cement, 
and lower freight rates might be insufficient, whereas the combined effect 
might be more than sufficient, to induce a manufacturer to undertake a 
building program he has been contemplating. As Henry Schultz and others 
have shown, the demand for any good, producer’s or consumet’s, is a 
function not merely of the price of that good but of all other prices as well. 

Whatever decisions are made as to policy must be based upon one of two 
views. According to the first, state controls must be established which will 
provide the conditions under which price competition can function effec- 
tively. Unfortunately for this program its chief adherent, Mr. Henry C. 
Simons, has shown" that it logically demands the disintegration of all enter- 
prises which control a significant proportion of the markets in which they 
operate (except the railroads and utilities, which, Simons urges, should be 
socialized). It is doubtful in the first place whether Mr. Simons is justified 
in believing that the breaking-up of large firms could be accomplished with- 
out the sacrifice of operating efficiency. It is even more doubtful that such 
a program could ever be enforced, assuming that it could be carried out in 
the first instance. The assumption that it could be enforced endows the 
state with exactly those qualities of omniscience and objectivity the absence 
of which, in the existing world, is alleged to necessitate keeping the affairs 


“In A Positive Program for Laissez Faire, Univ. of Chicago Press, 1934. 
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of industry free from political controls. More important, however, is the fact 
that a program involving forced reductions in the size of firms would be self- * 
defeating. Essentially it would constitute an attempt to enforce what it in 


nuch the same breath forbade. ““Wherever a business attained the maximum size 
than permitted under the law, the stimuli present under free competition would 
operate only in a very modified form. The inducement to improve methods 
zidly of production in order to reduce prices and thereby capture an increasing 
er if share of the total business in the industry is eliminated. There is no further 
d in inducement to price competition by such a firm.’’”® 
at in The alternative view is that the state shall regulate what Simons calls 
duc- “the heart of the contract’—namely, price. Tendencies in this direction 
hing have long been in evidence, and have manifested themselves in a variety of 
; the ways. Practical questions for present purposes center not on whether to 
| for regulate, but on the range of industries in which regulation is feasible, and 
ther the extent and character of participation by the state. In whatever decisions 
f its are made, the connection between relative prices and cyclical fluctuations 
eing will undoubtedly receive increasing emphasis. 
rea- RALPH C. Woop 
ucts New York City 


* A R. Burns, The Decline of Competition, p. 526. 
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PUBLIC EXPENDITURES AND THE INCIDENCE OF TAXES. 
SOME THEORETICAL CONSIDERATIONS 


The suggestion has been offered by Kendrick and others that the incidence of a par. 
ticular tax is properly related to the government expenditure of the proceeds of that tax 
when the effects of the expenditure upon the supply of or the demand for the taxed com. 
modity are definitely traceablé 

This reasoning is valid far as it goes; but it limits unduly the effects of public ex. 
penditures upon the incidence of taxes. The incidence and effects of a tax may be modi- 
fied by public expenditures, however they may be supported by taxation, borrowing, or other 
revenues, and whether or not the public expenditures are clearly maintained by revenues 
from the particular tax under consideration. 

The incidence and effects of a tax may also be changed by the effects of other taxes 
and revenues. The shifting, incidence, capitalization, and effects of taxes are related directly 


and indirectly to the raising of public revenues and the spending of public funds. 


Public expenditures may influence the incidence and effects of taxes in 
various ways by modifying the conditions that determine prices and other 
economic phenomena and by changing the processes of production, dis- 
tribution, exchange, and consumption. Writers who have analyzed the in- 
cidence of taxes have traditionally precluded from their discussion the 
effects of the expenditure by governments of the proceeds of the taxes under 
examination, as well as the effects of expenditures supported by other reve- 
nues, although it has long been recognized that the effects of taxes are de- 
pendent upon the effects of public expenditures. It has apparently been as- 
sumed that the effects of expenditures are a subject for separate inquiry, 
that they are related to the effects of taxes rather than to their incidence, or 
that they are not of enough practical significance, in an inquiry into the 
incidence of taxes, to be studied. A few writers, however, have maintained 
that the incidence of a particular tax is related to the public expenditure of 
the proceeds of that tax when this expenditure alters the circumstances that 
determine the price of the taxed commodity. 

Edgeworth was among the first, apparently, to visualize the possibility 
that the incidence of a tax might be affected by the expenditure of the col- 
lections from that tax. He felt, however, that it was unnecessary to examine 
the relationships between the incidence of a tax and the expenditure of its 
receipts at length because they were regarded as being generally unimpor- 
tant. He declared, “Rates on houses when expended in improving the 
neighborhood tend to increase the demand for houses. Yet in measuring 
the burden of the tax to the owner it is allowable in pure theory to abstract 
its influence on demand 

Stamp subsequently stated, in a discussion of the relations between a tax 
on wages and the effects of the expenditure of the collections from the tax, 
“The efficiency given by the direct expenditure of the community may equal 
or exceed the efficiency taken away by the tax. . . . In so far as collective 


'F. Y. Edgeworth, “The Pure Theory of Taxation,” Economic Journal, vol. vii, 1897, 
p. 52 
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spending is wiser than individual spending, a tax may increase efficiency, 
and therefore not be thrown off.”? Like Edgeworth, however, Stamp did 
not attempt to indicate the various effects that the expenditure of the re- 
ceipts from a tax might have upon its incidence. 

Kendrick appears to have been the first writer to discuss the subject in 
some detail. His conclusions, as set forth in two articles in the American 
Economic Review,® may be summarized briefly for the purpose of this 
utticle. The proceeds of taxes are usually devoted to general governmental 
purposes, he declares, and are not related to particular taxes. Hence the 
effects of these expenditures may not be assigned to particular taxes. But 
under certain conditions, he argues, the expenditures of the collections of a 
tax are definitely ascertainable; and their effects upon the supply and demand 
schedules of the taxed commodity should be studied in determining the 
incidence of that tax. 

To illustrate his point, Kendrick discusses a tax upon gasoline which is 
levied to raise funds for highway improvements. It is assumed that gasoline 
is produced under conditions of increasing unit costs. The expenditure of 
the tax receipts increases the demand for gasoline as better highway facilities 
become available. The immediate effect of the tax is to raise the price of 
gasoline by less than the amount of the tax because unit costs decrease as 
sales fall off. But as the tax collections are expended the demand for gaso- 
line increases and the price rises, perhaps by more than the tax. 

Under decreasing unit cost conditions, an increase in the demand for a 
taxed object, resulting from the government expenditure of the tax col- 
lections, might occasion an advance in price amounting to less than the tax. 
If the taxed article were produced at constant unit costs, an increase 
in the demand for the article as a result of the expenditure of its collections 
would presumably not occasion a change in price by more than the tax. 

It follows from this analysis that a tax could be shifted over a period of 
time, under certain conditions, without an advance in price, and even with 
a price reduction, in rare cases, where demand was greatly increased but 
unit costs were substantially decreased. As Kendrick states, the tax collec- 
tions might be expended in a manner that would increase either the demand 
for or the supply of the taxed article. If the demand were increased, the tax 
might be shifted without a decrease in output, considering the final effect. 
Tax collections might also be expended so as to lower the costs of production, 
apparently by serving as the occasion for improvements in business methods 
of a greater output under decreasing unit cost conditions. 

It should be noted that Kendrick’s gasoline tax illustration is particularly 

*Sir Josiah Stamp, The Fundamental Principles of Taxation in the Light of Modern 
Developments, p. 75. Macmillan, 1921. 

*M. Slade Kendrick, “Public Expenditures in Tax Theory,” Am. Econ. Rev., vol. xx, 


1930, pp. 226-230, and “Incidence and Effects of Taxation,” ibid., vol. xxvii, 1937, pp. 
725-734, 
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relevant to a condition where highway improvements increase motor vehicle 
travel because the use of motor vehicles is subject to expansion. The time 
may theoretically come, however, when motor vehicle travel will reach a 
maximum because of a saturated market, a stationary or decreasing popula. 
tion, a stationary or declining national income, or changes in the habits of 
travel. As gasoline engines become more efficient, moreover, less fuel js 
consumed unless other factors offset the declining need for gasoline. The 
practicability of a cheap and satisfactory substitute for gasoline, such as 
alcohol, would also lessen the use of gasoline even though the collections 
of the gasoline tax were employed for highway improvements. 

The expenditure of the proceeds of the gasoline tax upon the highways 
under some conditions, therefore, would encourage highway transportation 
but would not prevent the supply of gasoline from decreasing because of the 
imposition of the tax. If the demand for gasoline decreased enough because 
of changing transportation conditions, the price would drop instead of ad- 
vancing, if it be assumed that increasing unit costs prevailed. The price 
would be higher, however, if a gasoline tax were collected than it would be 
if there were no gasoline tax. 

Kendrick’s comments concerning the effects of public expenditures upon 
the shifting and incidence of taxes suggest the need for further analysis 
of this important subject. Although he would evidently confine the dis- 
cussion of the effects of public expenditures to those taxes where the te- 
ceipts clearly change the supply of or the demand for the taxed object, it 
appears more logical to the writer to recognize that the shifting and in- 
cidence of a tax may also be modified by the expenditure of funds obtained 
from other taxes, borrowing, or other sources. The aggregate annual ex- 
penditure of approximately $17,000,000,000 by American governments in- 
evitably occasions changes in the methods of conducting business enterprise 
and in the costs, supply, demand, and prices of commodities. Expenditures 
of governments, however they may be supported, may change the supply 
and demand conditions of taxed commodities in a visible manner and 
thereby noticeably influence the processes and results of tax shifting. Cer- 
tainly, as Fagan has stated, the effects of public expenditures should be 
weighed in an analysis of tax shifting. The conclusion seems warranted, 
after a study of the gasoline tax problem propounded by Kendrick, that the 
same results would ensue if the gasoline tax receipts had been diverted away 
from highway expenditures and if other equivalent revenues had been 


*E. D. Fagan, “Tax Shifting and the Laws of Cost,” Quart. Jour. Econ., vol. xlvii, 1933, 
pp. 696-698. Also note the remarks of Cline, in G. F. Luthringer, L. V. Chandler, and D. C. 
Cline, Money, Credit, and Finance, pp. 272-274, Little Brown, 1938, and the discussion of 
Antonio De Marco de Vitti, First Principles of Public Finance, pp. 148 ff., Harcourt Brace, 


1936, where some of the relationships between the effects of public expenditures and the 
incidence of taxes are briefly noted 
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vehicle turned over to the same highway improvements, thereby increasing the de- 

ne time mand for gasoline in the same manner. 

reach a Where the effects of public expenditures influence the incidence of taxes 

0pula- in a visible manner, they should be included in any study of the incidence 

bits of of those taxes, regardless of the methods of raising revenue for the ex- 

fuel is enditures. As Kendrick has declared, tax receipts usually go into the gen- 

ie. The eral funds and are not ordinarily designated for expenditure upon the 

uch as article taxed. It may happen, however, that the taxes imposed upon a par- 

ections ticular object indirectly, if not directly, are employed to maintain expendi- 

tures that modify the supply of or the demand for that object. 

ghways Some of the taxes paid by the railroads, for example, have been used to 
rtation finance highway improvements.* To a certain extent the improved roads 
of the have fed new traffic to the railroads, and the resulting increase in the demand 
ECaUuse for railway service has helped in some measure to shift the taxes of the 
of ad- railways to their patrons. But on the other hand, the improvement of high- 
e price ways with funds extracted from the railroads in taxes has also probably 
uld be diverted traffic away from the railroads and increased the demand for auto- 
mobile transportation at the expense of the railroads. As a result of this 
S upon latter process, the shifting of the railroad taxes has become more difficult 
nalysis and that of the automobile and gasoline taxes less difficult. If governments 
ne dis- should employ the receipts of the railroad taxes to advertise railroad service 
the re- and to increase the demand for that service, the shifting of railroad taxes 
ject, it would be facilitated. An expansion in the demand for railway service, as- 
nd in- suming the industry were operating under decreasing unit costs, would tend 
tained to lower the unit costs and to offset the rise in costs resulting from taxes. 
ial ex- The effect upon railroad rates would depend upon the action taken by the 
nts in- rateemaking commissions. 

erprise The expenditure by governments of funds obtained from taxes, loans, or 
ditures other sources may modify tax shifting in numerous ways. The relief funds 
supply for the destitute and unemployed may be spent by consumers for the pur- 
ef and chasing of tobacco, alcohol, gasoline, and many other taxed commodities, so 
3. Cer- that the demand for these commodities is maintained or increased on the 
uld be part of those receiving aid. The funds paid out to their employees by gov- 
‘anted, ernments are expended upon numerous objects that are taxed, with the 
rat the effect that the demand for these articles is strengthened. It is possible that 
1 away the increases in demand for particular commodities which result from gov- 
| been ernment spending might transform a decreasing cost industry into a constant 
of increasing cost industry, as unit costs varied with changes in output. It 

iDc should not be forgotten, however, that the increases in demand for certain 


ssion of commodities out of public spending may be accompanied by decreases in 


t Brace, 
and the * The railroads have declared that in 1933 some 14 per cent of their tax payments were 


devoted to highway expenditures. See Committee on Public Relations of the Eastern Rail- 
toads, “Where Freight and Passenger Fares Go,” 1935. 
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demand for other commodities, or that some classes may now spend less 
upon the particular objects that the benefiting classes are now purchasin 
more heavily. The particular effects upon consumption will depend upon 
the manner of raising revenue, the amount of funds expended by govern- 
ments, and the manner in which those funds are spent. 

Governments may employ the general funds to educate the public to 
consume less of a certain taxed commodity, say alcohol, through expendi- 
tures upon the public school system or otherwise. Ordinarily such funds 
would come from the general revenues and not from the proceeds of taxes 
on that commodity. But if demand is discouraged, tax shifting is retarded, 
the short-run incidence of the tax may be altered, and the price may be 
affected. Governments may not directly urge consumers to abstain from the 
use of alcohol, but they may indirectly influence the consumption of alcohol 
by enforcing heavy penalties from intoxicated drivers of motor vehicles and 
by promoting the sale of other products, such as milk, apples, and automo- 
biles, that will induce consumers to buy less alcohol and more of these com- 
modities. The information and other aid given to tourists by governments, in 
addition to improved highways, stimulate travel but may discourage alterna- 
tive spending or saving 

The private utilities may not pay taxes to governments directly to under- 
take expenditures for the development of competing government enterprises, 
but the private utilities do pay taxes into the general funds of hostile gov- 
ernments that seek to increase the patronage for government undertakings 
and to discourage the sale of service by the private utilities. This government 
competition impedes the shifting of taxes by private utilities and may 
compel the owners of the private utilities to absorb taxes that would other- 
wise be shifted to the consumers. Thus public expenditures may not only 
change the time required for tax shifting and the obstacles to be overcome, 
but they may also modify the incidence of taxes as well as their effects. 

Government activities, which represent public spending upon numerous 
functions, influence the shifting of taxes in other ways. Where price-fixing 
legislation is enforced, active competition is supplanted by less active com- 
petition or government nurtured monopoly; and when monopolies are 
broken up so that competition may prevail, governments are rearranging the 
forces that play upon tax shifting. The shifting of taxes is one thing under 
lively competition, where prices tend to equal costs, and another thing under 
monopolistic competition, monopoly, or government price-fixing. Govern- 
ment regulation of production, marketing, and consumption necessarily 
modifies the forces of price determination and the shifting of taxes. Govern- 


ments interfere in many ways with the operation of economic forces, however 
they obtain funds to prosecute those activities. The activities of governments 
are frequently significant influences upon the shifting and incidence of taxes 


because of their reactions upon supply, demand, and prices; and they may 
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d less also alter the effects of taxes by exaggerating or offsetting those effects by 
lasing changing the operation of the processes of production, distribution, ex- 
upon change, and consumption. 

mn: Governments may foster more efficient methods in business by dissemi- 
nating news of technical improvements, by supporting research agencies, by 
; encouraging inventions and discoveries, and by aiding in the betterment of 
pendi- production and marketing processes. On the other hand, government sub- 
funds sidies and other expenditures may be employed in such a way as to reward 
Canes the inefficient and to perpetuate their existence by protecting them from the 
irded, competition of the more efficient enterprisers. Where public expenditures 
ay be change the methods of conducting business and raise or lower costs, prices 
m the will tend to rise or fall accordingly. When business methods are improved 
cohol as a result of government encouragement, advances in costs that are oc- 
sand casioned by taxes may be offset, partially or wholly, by reductions in costs 
wed that ensue from more efficient methods. It might happen that the prices paid 
—_— by consumers would fall in spite of taxes on the commodities in question. 
me, If there were no tax upon these commodities but production or marketing 
terna- methods were improved, prices would be still lower. 

When public expenditures tend to promote economic recovery or pros- 
inder- perity, tax shifting is accelerated because taxes and other price determining 
cum costs are more easily passed on to buyers in good times than in bad. If 
— public expenditures retard business recovery, generate a crisis, or prolong 
kings a depression, on the other hand, they retard tax shifting and tend to compel 
ment vendors to bear taxes that would be shifted to buyers under more favorable 
conditions. 

other: Governments may, moreover, employ funds upon activities that increase 
only or decrease the mobility of investments and the control by sellers over sup- 
—, ply. The more mobile investments are, the more easily taxes may be shifted 
4 by readjustments in supply, other things remaining the same. The promo- 
_ tion of foreign trade by governments offers new investment opportunities; 
fixing but restrictions upon foreign trade and the movement of capital lessen the 
— mobility of capital. Governments may disseminate information concerning 


lic to 


S afe foreign and domestic markets, may aid in the discovery, production, and 
8 - marketing of new products, and promote new uses for existing products. Or, 
inder 


by protective tariffs and restrictive taxation, governments may shut off trade 
and limit investment opportunities. Regulations placed by governments upon 
the security and commodity exchanges, upon banking and the extension of 
credit, and upon business financing and functioning in general may aid or re- 
tard the placing of investments. During recent years the federal government 
especially has interfered with the processes of saving and investing and has 
sought in numerous ways to exercise control over production, distribution, 
exchange, and consumption. 

Public expenditures may also affect the capitalization of taxes. In general, 
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when taxes upon land and other more durable forms of investment exceed 
the taxes upon other available investments, the excess of taxes over other 
forms of investment is capitalized by the purchasers of investments that are 
unfavorably taxed. That is, the excessive taxation of particular types of in- 
vestment will lower the value of those investments because it reduces the 
income from them as compared with the income from other investments 
that escape this unusual taxation. Capital values reflect both the amount of 
income from investments and the rate of return upon investments. Public 
expenditures may change capital values by modifying the net returns and the 
rates of return upon investments. 

Let it be assumed, for example, that the excess of taxation of land values as 
compared with other investments is capitalized and the value of land is ac. 
cordingly reduced. If, however, a government taxes landowners for an ex- 
penditure that will increase the value of the land, the loss in annual revenue 
from taxation may be partially, wholly, or more than offset by the gain in 
income resulting from the expenditure. This expenditure need not, of course, 
be financed by the tax on land, but may be derived from other funds. The ef- 
fect will be the same if the same expenditure is made and if it is expended in 
the same manner. Land values may thus rise or fall or remain unchanged 
because of the results of public expenditures. By changing the income from 
investments, public expenditures will also affect the rate of return upon 
them. Governments may change incomes and rates of return by their bank- 
ing regulations, control over investments, and other policies. 

Other illustrations might be cited to show how government expenditures 
change the supply, demand, or prices of articles subject to taxation and 
thereby modify the shifting, incidence, capitalization, and effects of taxes. 
Sometimes the changes are not noticeable, but at other times they are def- 
nitely visible to investigators. Where the effects of public expenditures upon 
the shifting, incidence, capitalization, and effects of taxes may be determined 
approximately, they should be allowed for by students of taxation. Whether 
the public expenditures are supported from general funds or from the col- 
lections of a particular tax under examination, other things being the same, 
they will influence tax shifting in the same manner. It will make a differ- 
ence, to be sure, whether one object or another is taxed, so far as the effects 
of a tax are modified by the effects of public expenditures. If gasoline taxes, 
for example, are lower because highway funds are derived from other 
sources, the burden and effects of the gasoline taxes and other revenues will 
be different from what they would be if all highway costs were financed by 
gasoline taxes. 

The effects of public expenditures upon the shifting, incidence, capitaliza- 
tion, and effects of taxes are far-reaching and ultimately indeterminate. The 
supply and demand schedules of taxed and non-taxed commodities and ob- 
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exceed jects for which public expenditures are made are variously related.° The joint 
t other production of gasoline and other products by the petroleum industry com- 
hat are plicates an analysis of the shifting and incidence of the gasoline tax and the 

s of in- effects that ensue from spending its collections. While expenditures upon 
ces the highways may increase the demand for gasoline and thereby facilitate the 
stments shifting of the gasoline tax, the increase in gasoline production will result 
unt of in an increased supply of by-products. If the demand for the by-products 
Public is unchanged, it will be more difficult or possibly impossible to shift taxes 
and the upon them because of their increased supply. It may therefore be necessary 
to shift to the users of gasoline not only the tax on gasoline but also some or 
alues as all of the taxes on by-products. The direct and inverse relationships of 
d is ac- commodities upon the supply and demand side, when substitutes, comple- 
an ex- mentary goods, articles produced jointly, raw materials and finished goods, 
evenue and other related commodities are considered, become important when the 
gain in effects of public expenditures upon the shifting, incidence, capitalization, 
course, and effects of taxes are being studied. 

The ef- The preceding theoretical analysis suggests further significant factors to 
ided in the student of tax theory. The shifting, incidence, capitalization, and effects 
hanged of taxes are related not only to the effects of expenditures by governments 
e from and to other factors, but also to the effects of public borrowing, taxes, and 
1 upon other revenues. The financing of governments by credit affects general eco- 
t bank- nomic conditions, which in turn influence the results of taxation. The financ- 
ing of pump-priming expenditures by borrowing is an inflationary measure 
ditures that will tend to promote a boom, which is favorable to tax shifting. The 
on and over-rapid repayment of debts may have perceptible depressing effects upon 
f taxes, general economic conditions and thus retard tax shifting. 

re defi- Government credit policies also affect the financing of private business 
°§ upon and consumers. They may bid up interest rates or tend to lower them. Funds 
rmined may be diverted from private industry, or additional funds may be created. 
“ether Capital values are changed by public debt policies, although the changes may 
he col- be rather uncertain. The effects of taxes are frequently related, moreover, 
e same, to the effects of public credit. Debt inflation tends to give temporary relief 
differ- from the burdens of taxation by its depreciation of the value of tax payments 
effects and its stimulus to forced prosperity. Debt deflation will tend to have the 
e taxcs, opposite effects. The use of tax-exempt securities to tempt capital permits the 
1 other individuals with high incomes to reduce their income taxes by purchasing 
ies will tax-exempts. The restrictive effects of taxation at high rates upon initiative, 
aced by saving, and investment are therefore modified by public credit policies that 
may tend to exaggerate or neutralize the harsh effects of particular taxes, like 


italiza- those upon high incomes and the capital gains tax. 

te. The 

ind ob- "The writer is indebted to Professor William N. Loucks of the University of Penn- 
sylvania for suggestions on this discussion. 
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The shifting, incidence, capitalization, and effects of a tax may also be 
related to the effects of other taxes. If, for example, a very heavy tax should 
be placed upon gasoline and a much lighter tax upon alcohol for use jp 
motor vehicles as a fuel, the former tax would materially discourage the pur. 
chase of gasoline and encourage the use of alcohol, assuming that automobile 
transportation should continue to be popular. In this situation the shifting of 
the gasoline tax is made difficult or impossible but the shifting of the tax on 
alcohol is facilitated. If the gasoline tax were heavy enough, it would stife 
the gasoline industry, while the industrial alcohol industry would flourish, 
The value of investments in the gasoline industry would decline, unless these 
investments could readily be employed for other purposes without loss; but 
the value of investments in the alcohol industry would rise. 

Other illustrations might be cited to indicate the influence of one tax 
upon the shifting, incidence, capitalization, and effects of another tax. The 
high progressive taxes upon the upper income brackets that the federal 
government imposes tend to reduce the savings of the wealthier classes and 
to discourage their investment in private industry. The flow of funds into 
private business is further impeded by the inviting prospect of purchasing 
tax-exempt securities. The heavy income taxes paid by the wealthy also 
probably reduce their consumption somewhat, although they are more likely 
to affect saving. The withdrawal of funds by individuals from private bus 
ness, or the investment of funds in government securities in preference to 
ordinary business investments, lessens investments in private industry and 
influences output, costs, and prices. Existing investments may become less 
attractive in private enterprise, and tax shifting may become more difficult. 
The outcome here will also depend, of course, upon the effects of the public 
expenditure of the heavy income taxes. 

A tax upon one commodity will tend to raise its price and to encourage the 
use of substitutes, but it will also tend to discourage the use of articles pur- 
chased jointly with the taxed commodity. When two or more articles are 
jointly produced, a tax upon one of them will tend to reduce its supply and 
also the supply of the other joint products. A tax upon raw materials tends 
to raise their price and also the prices of finished goods. A tax upon one 
commodity thus tends to modify the supply of or the demand for related 
commodities and to retard or accelerate the shifting of taxes upon the te- 
lated commodities, depending upon the particular circumstances in each 
case. The burdens of one tax therefore are related to the effects of other 
taxes, and the value of investments in enterprises producing or marketing 
taxed commodities is related to the effects of other taxes. 

To the extent that protective tariffs change competitive conditions an 
invite less active competition or monopoly, they affect the shifting of other 
taxes upon the industries protected. A tax, moreover, may influence general 
economic conditions. The much criticized taxes upon undistributed profits 
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capital gains, and the upper income brackets are thought by many observers 
to have exerted a depressing influence upon business in 1937 and 1938, 
while others have argued that these taxes promote economic stability rather 
than instability, or that they foster prosperity rather than depression. Because 
tax shifting is related to general economic conditions, the shifting of one 
tax will be affected by other taxes that modify general economic conditions. 
It is not possible here to trace in detail the relations of tax shifting, inci- 
dence, capitalization, and effects to the effects of other taxes; but the general 
theoretical relationship has been established. The doctrine of tax capitaliza- 
tion, it is interesting to note, rests upon the existence of inequalities in taxes. 
In a particular case, one investment might be taxed while another would pay 
no taxes at all; but ordinarily the choice must be made between higher and 
lower taxes. If all investments were equally taxed, tax capitalization could 
not occur. It is only the estimated differences between comparative taxes that 
may be capitalized. 
The general conclusion which this discussion leads to is that the shifting, 
incidence, capitalization, and effects of taxes are related to the effects of 
public expenditures and to the effects of public revenues. Where the ap- 
proximate relationship can be traced in an analysis of taxation it is logically 
a necessary part of studies in the shifting, incidence, capitalization, and ef- 
fects of particular taxes. Every situation must be analyzed not only in the 
light of the general principles involved, but also in view of the peculiar 
qualifications that may be required. Many of the effects of public expendi- 
tures and revenues upon the economic aspects of taxation are indefinite; but, 
where these effects can be ascertained approximately, they should be noted. 
ALFRED G. BUEHLER 


University of Vermont 


THE DEVELOPMENT OF THE USE TAX 


A compensatory tax on the privilege of using personal property which has been purchased 
at retail outside the state is a device to which an increasing number of states are resorting 
in an effort to restore business, diverted by the sales tax, to its normal intrastate channel; 
and by so doing to check the loss of revenue from the sales tax. Between 1935 and the Close 
of the legislative sessions of 1938, fourteen of the twenty-three states which have sales, 
receipts or gross income taxes have adopted use taxes; and in a few instances a use ta 
has been included in a municipal sales tax. Provision is usually made for certain offsets 
and exemptions. eg ld by the Supreme Court in 1937, legislation of this sort imposes 
heavy burdens upon retailers doing a large interstate business and presents serious collection 
problems. 


In 1933, when the wave of sales taxation swept the country, many econ- 
omists and businessmen predicted serious interstate complications. Inher. 
ent in the sales tax is the tendency to divert business from its normal 
channels and drive it from states which impose a high rate to those which 
have a low rate or impose no sales tax at all. The higher the rate of the 
sales tax, the greater is the inducement to evade it by buying goods elsewhere. 
Responding to the pressure of domestic producers and middlemen who 
claimed that they were placed at an unfair disadvantage in competition with 
foreign producers and distributors, and desiring to check the loss of revenue 
from the sales tax, many states have recently adopted a supplementary “use” 
tax. This compensatory tax generally takes the form of a tax on the privilege 
of using, storing or consuming tangible personal property purchased at te- 
tail outside the state. 

Recognizing the constitutional provision that no state may levy an import 
duty without the consent of Congress, Senator Harrison of Mississippi intro- 
duced a bill in 1934 to empower states to levy a sales tax on property brought 
through the channels of interstate commerce into a state in which a sales tax 
was in force.’ The bill passed the Senate on March 15, 1934, but it did not 
come to a vote in the House of Representatives. A joint resolution of the 
Legislature of California, which had adopted a sales tax in 1933, urged 
Congress to grant the relief contemplated in this bill. The appeal was of 
no avail, however; and in 1935 Washington, California and Ohio adopted 
use taxes without explicit congressional sanction. 

The Washington act imposes a use tax of 2 per cent. This rate is applied 
to the total cost of the goods when used in Washington, including not only 
the original purchase price but also the transportation charges from the 
place where the purchase was made. The constitutionality of this Act was 
contested by contractors engaged in the construction of the Grand Coulee 
Dam on the Columbia River. The contractors had been subject to a tax of 
$18,423.78 for the use of machinery and materials, such as locomotives, 
cars, pumps, conveyors and trestle steel, bought in other states and brought 
into Washington for the construction work. 

*S. 2897 of 2nd Sess. of 73rd Congress. 

* Congressional Record, February 11, 1935, pp. 1775-1776. 
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The District Court enjoined the enforcement of the statute as a violation 
of the commerce clause, and the case was taken to the United States Supreme 
Court on appeal.* On March 29, 1937, with Mr. Justice McReynolds and 
Mr. Justice Butler dissenting, the Supreme Court upheld the constitution- 
ality of the Act on the ground that: 


The tax is not upon the operations of interstate commerce, but upon the privilege 
of use after commerce is at an end. Things acquired or transported in interstate 
commerce . .. may be subjected, when once they are at rest, to a non-discriminatory 
tax upon use or enjoyment. The privilege of use is only one attribute, among many, 
of the bundle of privileges that make up property or ownership. A state is at 
liberty, if it pleases, to tax them all collectively, or to separate the faggots and lay 
the charge distributively. Calling the tax an excise when it is laid solely upon the 
use does not make the power to impose it less, for anything the commerce clause 
has to say of its validity, than calling it a property tax and laying it on ownership.‘ 


Commenting on the contention that the motives which induced the adop- 
tion of the Act made it virtually a protective tariff, and therefore an uncon- 
stitutional burden upon interstate commerce, Mr. Justice Cardoza declared 
that ‘motives alone will seldom, if ever, invalidate a tax that apart from its 
motives would be recognized as lawful,” especially “when equality and not 
preference is the end to be achieved.’”® 

The Washington statute was carefully framed to meet the requirement 
of equality by allowing an offset on account of a use or sales tax paid in 
Washington or in another state. The court recognized this fact but disclaimed 
any intention of implying that allowance of a credit for other taxes paid 
to Washington made it necessary that there be a like allowance for taxes paid 
to other states. ‘A taxing act is not invalid because its exemptions are more 
generous than the state would have been free to make them by exerting the 
full measure of her power.’’* Accordingly, when Washington revised her 
use tax in 1937, the provision for an offset for a tax paid elsewhere was 
eliminated. 

In the course of the legislative sessions of 1937 nine states adopted use 
taxes. The Acts of Alabama, Wyoming and Utah were adopted before the 
decision of the Supreme Court in Henneford v. Silas Mason Company was 
announced. Those of Kansas, Iowa, Oklahoma, Arkansas, Colorado and 
Michigan were approved later. Mississippi and Louisiana have enacted simi- 
lar legislation in 1938. Thus fourteen of the twenty-three states which at 
present have sales, receipts or gross income taxes, have adopted use taxes.’ 

*Henneford v. Silas Mason Co., et al., 300 U.S. 577. 

*300 U.S. 582. 

*300 U.S. 586. 

*300 U.S. 587. 

‘The 23 states which at present have sales, receipts or gross income taxes are: Alabama, 
Arizona, Arkansas, California, Colorado, Illinois, Indiana, Iowa, Kansas, Louisiana, Michi- 


gan, Mississippi, Missouri, New Mexico, North Carolina, North Dakota, Ohio, Oklahoma, 
South Dakota, Utah, Washington, West Virginia and Wyoming. 
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In addition to these fourteen states, two others, North Dakota and Ken. 
tucky, have use taxes whose application is limited to motor vehicles. North 
Dakota in 1937 imposed a 2 per cent use tax on the price of motor vehicles 
purchased outside the state and registered therein. This tax supplements the 
2 per cent retail sales tax adopted two years earlier. Repeal of the 3 per cent 
sales tax of Kentucky was a major plank in Governor Chandler's campai 
platform. The bill for repeal (1936) was accompanied by a bill providing 
for specific taxes on certain luxuries, including a 3 per cent sales and use 
tax on automobiles and trucks. The use tax is paid when the vehicle is first 
registered in Kentucky 

It would seem that the use tax is best adapted to state legislation; but 
New York and Philadelphia have included it in their municipal sales taxes, 
New Orleans has recently imposed a 1 per cent sales and use tax in addition 
to the state tax. This action was taken under the authority of the Act of 
Louisiana which was approved on June 30, 1938. 

Intended, as this tax is, to supplement the sales tax, the rate is the same 
as that imposed under the sales tax. In most states this rate is 2 per cent. In 
California, Ohio, and Michigan, however, the rate is 3 per cent,® and in 
Louisiana it is 1 per cent. 

The laws of most states provide for certain exemptions from the use tax. 
As might be expected, property on which a sales tax has already been paid 
to the state and property which is exempt from sales taxation is not subject 
to the use tax. A few states, notably lowa, Kansas, Michigan and Oklahoma, 
allow an offset for a sales or use tax paid in another state. In many states, 
however, the law seems to imply that a use tax must be paid even if a sales 
tax has already been paid elsewhere. The tax imposed in Alabama is appar- 
ently intended to apply only to non-perishable goods. The tax must be paid 
on imported goods which have been in the state for more than twenty-four 
hours prior to consumption by the importer. 

Several states, for example Iowa, Michigan and Oklahoma, exempt per- 
sonal property brought into the state temporarily by non-residents. Kansas 
allows this exemption only if the non-resident remains in the state not more 
than sixty days. Four states exempt purchases up to a certain amount ina 
given period of time: Michigan exempts purchases up to $10, Kansas up 
to $20, and Oklahoma up to $100 a month, and Washington up to $50 
bi-monthly. 

Several states authorize zefunds of use taxes paid by governmental agen- 
cies, hospitals, churches, charitable and educational institutions. A few states, 
possibly expecting the Supreme Court to affirm the decision of the lower 
court in the Washington case, have exempted property used in fulfilling 


® Illinois, North Carol nd South Dakota, the other three states which have 3 per cent 
sales taxes, have made no { n for use taxes. 
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building or construction contract which was executed prior to the effective 
date of the Act. 

Theoretically everyone buying goods from merchants in another state is 
responsible for payment of the use tax, but practically the states depend 
upon the retailers for its collection. Michigan, for example, requires retailers 
who maintain a place of business in the state, or who sell personal property 
for use there, to register with the board of tax administration. The name 
and address of each agent operating in the state and the location of all dis- 
tribution and sales offices must be given. The retailers may not absorb the 
tax themselves but must collect it directly from their customers, and must 
make a monthly return in a form prescribed by the board. The enforcement 
of this law is being resisted; and in two cases involving interstate business 
permanent injunctions are sought. 

If the use tax is successful in accomplishing the purpose for which it is 
designed, it will not itself be productive of much revenue; but the revenue 
from the sales tax will increase as business resumes its normal course. Con- 
cerns which ordinarily do a large retail business in several states, however, 
will be seriously burdened by the imposition of use taxes; and the states 
themselves may certainly be expected to encounter serious difficulties in the 
collection of these taxes. 

HENRIETTA C. JENNINGS 

W heaton College, Massachusetts 
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GOLD-MINING TAXATION IN RELATION TO NATIONAL 
PLANNING IN SOUTH AFRICA, 1932-1937 


Because of the wasting nature of the gold industry, the South African Government ha; 


endeavored to foster manufactures and agriculture at the expense of the mines. Though 
progress had been made yr to 1933 doubts were raised as to the adequacy of the policy: 
and plans were consi loves d with the object of extending the life of the mining industry by 
subsidizing or otherwise lowering the cost of working low-grade ore. The Government wa; 
asked to consider whether further expansion of mining should not be prevented, to lengthen 
the lives of the mines and reduce the ultimate problem of adjustment. 


The increase in the price of gold in 1933 made possible the attainment of this ain 
by other means. Heavy taxes were levied on the gold premium, but the exploitation of 
low-quality ore received favorable treatment. Though the quality of ore crushed has been 
reduced considerably, the industry is expanding, so that the results represent a compromise 
between long-term stability and immediate profit. 


Current interest in gold mining and in national economic planning make 
it appropriate to examine the manner in which the Union of South Africa 
has dealt with the situation which has arisen in recent years in consequence 
of the enhanced price of gold. 

The importance of the gold-mining industry to South Africa is very great. 
The Economic and Wage Commission, appointed by the Union Government 
in 1925, accepted an estimate that gold contributed one-fifth of the national 
income; and, with the higher price of the metal prevailing at the present time, 
it is certain that the proportion has risen substantially. Table I compares em- 
ployment figures for 1933, in respect of agriculture, manufactures, gold 
mining and other mining. The agricultural data refer only to farms owned 
by white persons, which cover about two-thirds of the total area of the 
country, though, owing to the relatively poorer quality of much of the re- 
maining land, probably more than this percentage of rural productive capa- 
city is represented. Numerous colored people find subsistence on this other 
land, however; and to this extent the figures under-emphasize the impott- 
ance of agriculture 


TaB_e I. EmpLoyMENT IN Soutu AFrIcaNn Inpustries, 1933! 
White persons Total number of persons 
regularly employed regularly employed 

Farms owned by white persons 184,800 749 , 200 (1930) 
Private manufacturing establishments | 69,000 164,800 
Mines other than gold 9,300 64,400 
Gold mines 26,400 270,300 

1 Data sie Tables I and II have been obtained from official publications. 

2 1933 figures are not avail ys in re pes of numbers of persons employed on farms but 
are not likely to be mate: different from those of 1930. 


Reliable inbonmation yn regarding the value of farm produce i is not available; 
but the values of manufacturing and mining output are given in Table II. 
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Taste I]. Vatues or Output or Manuracturinc anp Minino 1933" 
(million dollars) 


Value of output, less 


Gross value of output materials consumed 


Manufacturing establishments 391 197 
Mines other than gold 28 22 
Gold mines 334 244 


1 For the convenience of American readers, the money amounts given in this paper have 
been reduced to dollars at par of exchange. The internal position in South Africa is referred 
to and the significance of the figures would be lost if they were allowed to vary with fluctua- 
tions in the dollar exchange. 


Government finance depends to a considerable extent on gold-mining 
revenues. Thus, Mr. G. G. Locke, of the Department of Inland Revenue, 
estimated that during 1928-29, excluding the receipts of the Post Office and 
the Government Railways, 33 per cent of the State’s income came directly 
or indirectly from the gold mines; and the Gold Producers’ Committee of 
the Transvaal Chamber of Mines, in consultation with Professor Frankel 
of the University of the Witwatersrand, included the income of the pro- 
vincial governments’ and put the proportion as high as 50 per cent.? 

The gold-mining industry is more important to the white population of 
South Africa than mere comparisons of employment or production indicate, 
because its benefits go largely to that section of the community and maintain 
iton a high standard of living which would be undermined completely if 
the industry collapsed. The negroes are nearer to a subsistence minimum and 
live more largely in the country districts on farm produce of their own 
raising.® 

This situation has been realized by South Africans; and consequently the 
wasting nature of the mineral resources has led to grave concern. Broadly, 
it may be said that two courses lie open with respect to an industry of this 
type. On the one hand the government may stand aside, permitting the 
capital which is amortized and the labor which is thrown out of employment 
as the industry declines to seek new fields elsewhere. In this case, investments 
made by government bodies in serving mining areas also need to be amor- 
tized, or the possibility of default may arise when the mines are no longer 
productive. Alternatively, the government might encourage the development 
of other local industries with a view to furnishing occupation for capital 
and labor as mining contracts. Much economic and political controversy in 


The Provinces occupy a somewhat similar position to that of the States in this country. 
* These figures appear in the Report of the Low-Grade Ore Commission, 1932. 

_*This must not be held to imply that the negroes would not lose by a decline in gold 
mining. Many negroes are detribalized and reside wholly in urban communities. Further, 
even rural negro families are largely subsidized by the earnings of relatives who visit the 
mines or cities to work for wages. 
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South Africa has turned upon the relative merits of these two plans. The 
early developments on the Witwatersrand goldfield* revealed little expecta. 
tion of permanency on the part of the people who were responsible for them, 


Buildings were constructed of sheet iron and workers were drawn from ; 
roving class whose members were ready to move elsewhere if the Transvaal 
should disappoint them. Public borrowings were on a restricted basis,® being 


regarded as different from those of more stable communities. Owners of 
private enterprises felt that substantial writing-off of their capital inves. 
ments was justified.' 

The Union Government, however, has elected to follow a different course 
Taking advantage of the relatively long life displayed by Witwatersrand 
gold mining, it has sought to build up other industries against the time when 
the mines become exhausted. Its method has been to tax the mining industry, 
directly and indirectly, while giving assistance to agriculture and manufac. 
tures. The customs tariff has been made definitely protective; but it would be 
wrong to assume that the desire to replace gold mining by more permanent 
industries is wholly responsible for this fact. South Africa’s sister Dominions 
and many new countries outside the Empire have followed the course of 
encouraging the development of manufactures and probably all that the 
special position of the Union has done in this connection has been to 
strengthen the support which protectionist sentiments have received in that 
country. The situation is well described in an official memorandum prepared 
for a government commission recently: 


Historically viewed, the policy of encouraging industrial development through 
the means of the customs tariff came to fruition at a time when it was felt that 
the two main sources of income—namely, farming and mining, proved inadequate 
to sustain the ever-growing population of the Union at the standard of well-being 
commonly accepted. The logical step was the diversification of the sources of in- 
come through acceleration of the process of industrialization which had already 
set in.’ 


Though a tendency toward protection had been marked earlier, notably in 
the Customs Tariff act of 1914, the Tariff act of 1925 represented “the be- 
ginning of a more distinct and purposeful effort on the part of the Govern- 


* Literally, “Ridge of White Waters,” the principal gold-producing area of the Union 
and, indeed, of the w It runs east and west from Johannesburg, in the Transvaal 
Province. 

° The financial regulat of the City of Johannesburg, framed under the auspices of 
Lord Milner in 1903, req | all borrowings to be redeemed within 30 years. 

*See, for example, reports of some of the past annual meetings of the Victoria Falls 
and Transvaal Power Company, Ltd., which supplies electricity to the goldfield. 

"Memorandum submitted by the Board of Trade and Industries, a departmental body 
referred to below, to the Tariff Commission, 1934. As mentioned in the memorandum, in- 
dustrialization had already begun, particularly during the European War of 1914-18, which 
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ment to encourage the development of industry.”’* This Tariff act, it may be 
said, followed the accession to office of the Farmer-Labor coalition ad- 
ministration® which had defeated at the polls the pro-British party in power 
prior to that date. The development was not entirely a political matter, 
however, since it received support in general terms from members of a 
commission which sat in 1925, who were by no means nationalistically in- 
clined or politically associated with the new administration—namely, Henry 
Clay, the English economist, and Messrs. Mills and Martin, the last-named 
a leader of the gold-mining industry. In the commission’s report, these men 


said: 


On general grounds it would appear to us sounder policy, in view of the special 
character of the industry as a wasting asset, to employ a proportion of the funds 
taken by taxation and share of profits by the Government from the gold-mining 
industry in developing other forms of production in the country, rather than in 
inducing a larger number of the white population to make their livelihood de- 
pend upon it.*© 


Under this policy, South African manufacturing industries have been 
developing at a rapid rate, so that between 1925 and 1933 employment in 
private manufactures rose by 29 per cent, as compared with an increase of 
15 per cent in agriculture and 10 per cent in mining, all these figures being 
for white persons only." If protected industries are classified separately, their 
increase in employment is seen to be greater. Thus, in seven protected 
trades, producing respectively glass, clothing, paper bags and cardboard con- 
tainers, candles and soap, footwear, paints and varnishes, and candy, the 
number of workers (white and colored) rose from 14,710 in 1924-25 to 
25,689 in 1933, an increase of 75 per cent. 

The method of protection may be worth description. In addition to any 
duties which are intended to go into effect immediately, the tariff makes 
provision for ‘‘suspended duties,’’ which are put into operation only in the 
event that investigation by the Board of Trade and Industries’? makes it 
appear that a new industry can be developed without undue cost. Moreover, 
duties may be withdrawn after they have been imposed, should firms in the 

* Ibid. 

*The coalition was led by the present Prime Minister, General Hertzog, whose sup- 
porters were strongly nationalistic, politically as well as economically. 

“ Economic and Wage Commission, 1925, report by Commissioners Stephen Mills (chair- 
man), Henry Clay and John Martin. No objection was raised on this point by the remaining 
commissioners, 

" Report of Customs Tariff Commission, 1935. During the same period, the white popula- 
— Union increased by 15.5 per cent. Comparable data for colored persons are not 

“The Board is responsible to the Minister of Commerce and Industries and its duties 


are to advise the Minister on matters concerning natural resources, trade and industry. It 
has been largely concerned with tariff inquiries. 
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protected industry raise prices to unwarranted levels or fail to observe satis. 
factory labor conditions by breaking agreements or neglecting to employ ; 
sufhcient proportion of white workers. The latter feature is in accordance 
with the white-labor policy which has been supported steadily by the Ad. 
ministration, and it is noteworthy that manufactures utilize a larger percent. 
age of white workers than do the gold mines. Further, in recent years the 
percentage of white laborers employed in protected establishments has risen 
considerably; and the seven industries mentioned above, which showed an 
over-all increase in employment of 75 per cent, increased the number of their 
white workers by 112 per cent while that of colored employees rose by only 
37 per cent. 

Much of the cost of protection has been borne, through higher costs of 
labor and materials, by the gold-mining industry. Mining has been taxed, 
also, for the purpose of assisting agriculture. To some extent this latter 
assistance has been given as temporary support during periods of difficulty, as 
when feed has been provided for drought-striken livestock and export sub- 
sidies were paid on farm products during the recent depression; but some has 
been of permanent value. Thus, during the five years ending with 1933-34, 
an average of $2,600,000 a year has been expended by the Union Govern- 
ment on irrigation schemes, about 40 per cent of this amount coming from 
current revenues.** Like infant industry protection, government assistance 
to agriculture is not a phenomenon peculiar to South Africa; but the desir- 
ability of maintaining and extending permanent industries in view of a 
prospective decline in the gold output has been advanced in that country on 
many occasions as a reason for such assistance. 

Not only taxation but also the railway system, which in South Africa is 
wholly owned by the Government, has been used as a means of making trans- 
fers from the gold-mining industry to agriculture and manufactures. Before 
the Union was established in 1909, considerable friction had been caused 
between the political units which preceded it by the attempts of the coastal 
colonies, the Cape and Natal, to levy taxation on the inland republics, the 
Orange Free State and the Transvaal, by means of excessive railway 
charges.‘* Even when the latter came under British rule in 1900-02, the 
matter was not settled. Railway policy, therefore, occupied a prominent place 
in the discussions which led to political union; and in the Act of Union tt 
was laid down that the railways, ports and harbors of the Union were to be 


administered on business principles, due regard being had to agricultural and in- 
dustrial development within the Union and promotion, by means of cheap trans- 
port, of the settlement of an agricultural and industrial population in the inland 


8 Union Year Book No. 16, 1933-34. 
“ This topic is treated fully in Railway and Customs Policies in South Africa, 1885-1910, 
J. van der Poel, London, 1933 
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ortions of all provinces of the Union. So far as may be, the total earnings shall 
Ee not more than are sufficient to meet the necessary outlays.*® 


This clause has been interpreted to mean that the railways as a whole 
should be operated without profit or loss but that subsidization of certain 
classes of traffic at the expense of others is permissible, if not, indeed, im- 
plied by the terms of the Act. A section of the Act made provision for 
Parliament to meet the cost of branches constructed on a non-paying basis; 
but this came into operation only if such construction were undertaken 
against the advice of the railway administration, and it has been ineffective. 
In view of the nature of railway costs, it is difficult to arrive at exact figures on 
the subject, but there is no doubt that substantial profits have been earned 
on main-line traffic and, particularly, on the carriage of imports to the gold- 
field, while the rural areas and the transport of agricultural exports have 
been subsidized correspondingly. Professor Frankel, investigating the matter 
during 1927-28, concluded that, through railway profits on coal traffic alone, 
the mines paid not less than 7 or 8 cents per ton of ore milled by them.** 

As may be expected, the mining companies have not allowed this policy to 
be pursued without protest on their part. The Transvaal Chamber of Mines 
has been very active; and, in the press, in evidence before government com- 
missions, and elsewhere, the views of the mining interests have been made 
clear. Policies which would keep mining costs low and permit full utilization 
of the ore, with a rate of extraction which would maximize the present value 
of the mining properties, have been stressed. Possessing a widespread body 
of stockholders who are alive to their own interests and, whenever possible, 
exercise pressure in directions favorable to the companies, and receiving 
support from such groups as British imperialists, importers in the coast cities, 
and academic free traders, the opposition of the Chamber has been by no 
means entirely without effect. On the other side, however, there have been 
arrayed, not merely the industrial and agricultural interests, but the large 
number of electors who regard themselves as attached permanently to the 
country and desire the adoption of an economic policy which holds out some 
hope that the passage of time will not see them or their descendants left in 
the lurch. This latter body has given consistent support to the official policy 
and has not been deterred by the arguments of the mining interests to the 
effect that the expansion of the gold industry was being checked. A smaller 
but longer-lasting mining industry has seemed to this group to offer a less 
serious problem of adjustment when the mines become empty than would 
be one whose life was more spectacular but shorter. To a large extent in 
legislation, as has been indicated, the latter group has had its way. 

The adequacy of the policy pursued was questioned, however, before 


“ Act to constitute the Union of South Africa, 1909, Sec. 127. 
“The Railway Policy of South Africa, S. H. Frankel, Johannesburg, 1928. 
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1933, and measures were considered for the purpose of extending the life 
of the mining industry by making possible the exploitation of ore whic 
hitherto had remained unworked because of its poor quality. The goldfield 
as a whole, may be described as a low-grade proposition, but there is 
considerable range of ore quality. For example, in 1932, the last year in 
which the mines operated under the old standard price of gold, omitting the 
exceptionally rich Sub-Nigel Mine which showed a yield of 17.772 dwts, 
per ton of ore crushed, the various mines reported yields ranging from 
10.065 dwts. in the case of the Springs Mine to as little as 3.870 dwts. for 
the Witwatersrand Mine. Even within a single mine, there is a considerable 
range in the gold content of the ore; and accessible rock is worked to a lower 
grade than that which is less easy to reach. Depth is an important cost factor. 
The gold-bearing beds slope down to great depths and much of the lasting. 
power of the goldfield turns on the possibility of exploiting the lower 
levels.*’ The possibility of an increased price of gold had not arisen; but 
it was realized that, if production costs could be lowered, some of the low- 
grade ore which had been unprofitable to work hitherto would be raised 
above the paying level.** Some mines had very little of this marginal ote: 
but others possessed a good deal, and it was generally believed that a rela- 
tively small diminution in mining costs would greatly expand the production 
of the goldfield. The problem of low-grade ore, therefore, aroused attention. 
The 1936 budget speech of Mr. N. C. Havenga, Minister of Finance for 
the Union, may be quoted as summarizing the position: 


For some years before the crisis which drove most countries off the gold standard 
the future of our gold mining industry had been a matter of some concern to all 
thinking South Africans. It was realised that our present economic structure was 
founded on the industry and all those who were not content to live in the present 
only were compelled to give thought to the adjustments which would have to be 
effected when the mining industry began to wane. 

It has long been realised that the key to the situation lay in the low-grade ore. 
The threat to the life of the industry did not lie in the exhaustion of all gold- 
bearing ore, but in the exhaustion of that portion of the ore beds which could be 
worked profitably. If the range of profitable ore could be extended, the life of the 
industry could be extended almost indefinitely.1® 


A Select Committee of the Legislature in 1918 and a Commission in 1919 
had considered the problem and, lastly, a new Low-Grade Ore Commission 
was appointed in 1930. The final report of this Commission, submitted in 


* As an example of what is being done at the present time, it may be mentioned that 
the bottom of the No. 15 B Vertical Shaft of the Crown Mine, completed in 1936, is 8,527 
feet below the surface and about 2,500 below sea level. 

* The Theory of the Gold Supply, by W. J. Busschau, Oxford, 1936, contains considet- 
able information on factors influencing mining costs. With respect to the mathematical aspects 
of this book, however, see the review by Professor J. P. Dalton, South African Journal of 


Economics, March, 193 
” Quoted from The Natal Mercury, March 26, 1936. 
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1932, made a general study of the possibilities of extending the life of the 
industry by lowering the costs of working the poorer ores. Official estimates 
were to the effect that within ten years, in the absence of countervailing 
factors, the output of the entire goldfield would have fallen to one-half and 
within fifteen years to one-quarter of the current production. The Govern- 
ment was asked to consider whether its policy should not be directed toward 
maintaining the industry for a longer period. Figures were submitted, in- 
dicating that a reduction in working costs of two shillings (48 cents) per ton 
of ore milled might be expected to lengthen the average life of the mines by 
33 per cent, and a reduction of four shillings per ton might add 72 per cent 
to the average life. The Gold Producers’ Committee of the Transvaal Cham- 
ber of Mines gave more liberal estimates, putting the extension of average 
life due to a reduction in working costs of two shillings per ton at 50 per 
cent and that due to a reduction of four shillings at more than 100 per cent. 
There was some dispute within the Commission as to how the desired re- 
duction in costs might be attained. It was agreed that the mines were man- 
aged efficiently and that there was little to hope for from technical economies. 
Those Commissioners who represented the Chamber of Mines favored a 
10 per cent cut in wages and salaries on the ground that living costs had 
fallen to this extent since existing rates were determined. The Commission 
as a whole advocated attention to the customs and railway policies of the Ad- 
ministration with a view to lowering mining costs, thus calling into question 
the whole national economic policy. Two commissioners argued for a sub- 
sidy to encourage the mining of low-grade ore, the necessary funds being 
provided by the State and the gold-mining industry—in effect the richer 
mines—in the proportions of 3 to 1.2° Two other commissioners supported 
a temporary subsidy, to establish low-grade mines. 

In 1933, however, a situation arose in which the aims of the Low-Grade 
Ore Commission—and more—could be achieved without any direct reduc- 
tion of costs or subsidization. For reasons not here important, the Govern- 
ment decided that the South African currency should remain on the gold 
standard when Britain went off gold in 1931. Through the closing months 
of that year and the whole of 1932, an intense agitation was conducted for 
the purpose of changing this decision, mining, commercial and other in- 
terests joining with the parliamentary opposition party in this campaign. 
Heavy transfers of funds overseas took place, and at times restrictions on 
these were imposed. The Government bowed to the storm at the end of 1932, 
following the revolt of a section of its followers; and subsequent amalgama- 
tion of the two leading political parties made it possible for a policy to be 


* A subsidy ranging from three shillings per ton, for ore worked at a loss of this amount, 
to zero where a profit of three shillings was made, was mentioned in the case of Witwaters- 
rand mines. Outside the Witwatersrand area, the sum of two shillings was substituted for 
three in the formula, the whole to be provided by the State. 
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developed without fear of serious opposition in Parliament. This politica! 
union brought into the Cabinet a group more favorable to the gold-mining 
interests than the party previously in sole control and goes far to explain the 
compromising nature of subsequent policy. 

The abandonment of the gold standard was followed by a short interya| 
of uncertainty, after which the South African pound was pegged to the 
British pound at par of exchange. The price received by the mining com. 
panies for their gold output rose in proportion to the depreciation of British 
sterling, and its subsequent movements are indicated in Table III. 


Taste III. Averace Price Recetvep sy THE Companies, 
per Ounce or Fine Go p, 1933-37! 


Year Sterling 
1933 £6. 4s. 8.75d. 30.34 
1934 £6.18s. 0.17d. 33.58 
1935 £7. 2s. 0.83d. 34.56 
1936 £7. Os. 3.23d. 34.13 
1937 £7. Os. 8.48d. 34.23 


1 Data from Annual Reports of the Transvaal Chamber of Mines. 


It was soon evident that the returns from gold mining would be enhanced 
substantially, giving the possibility of a big impetus to the industry. The 
budget speech of 1936, to which reference was made above, may be quoted 
again: 


The Government was resolved that this opportunity should not be lost. There 
was a large section of those interested in gold-mining shares—though a section 
perhaps more vocal than of real influence—which was making its voice heard in 
favour of making hay while the sun shone. They wished the mines to make all 
the profit they could while the premium lasted in expectation of vast possibilities 
for speculative gains resulting from such a policy. Such a policy would have been 
fatal to the real interests of the country. It was essential in order to restore financial 
equilibrium that a substantial portion of these fortuitous profits should be taken 


by way of taxation, but the Government was determined that the method of taxa- 
tion should be such as to give full inducement to that lowering of the grade which 
meant the prolongation of the life of the industry. . . . From that policy there has 
been no departure. . . . The double purpose to be achieved did not present an 


easy problem and the original scheme of taxation was frankly experimental. The 
situation was without precedent and in such cases one must be prepared to leam 
by experience. 


Act No. 33 of 1933 introduced the excess profits duty, which placed a tax 
of 70 per cent on the gold premium, after certain deductions. A “standard 


profit’’ was calculated, /.e., the amount which would have been yielded by the 
former standard price of gold, excess profits for the purpose of the duty being 
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the returns above this amount. Admissible deductions included: (a) the 
normal income tax, (b) underground developmental expenditure approved 
by the Minister of Finance and arrear amortization thereof, (c) a rebate for 
fall in grade of ore milled,* and (d) the percentage of profit accruing to 
the Government under mining leases.2* The operation of this measure re- 
vealed anomalies.** As an example, the stimulus to lower the grade of ore 
milled operated in such a manner that it became profitable for some mines 
to crush waste rock along with their high-grade ore. The exemption of under- 
round developmental expenditure resulted in bigger abatements of taxes 
than the Treasury had contemplated; and in the 1935 budget this allowance 


Taste IV. Resutts SHown sy WITWATERSRAND (INCLUDING HEIDELBERG) 
Min1nc Companies, 1932-37! 


pond Gola | Vorking| Working| Working) Working| Working) Working 


. revenue | costs | profits | revenue | costs | profits 
(dollars | (dollars | (dollars | (dollars | (dollars | (dollars 
tons) | per ton | fine oz.) perton | perton | perton | peroz. | peroz. | per oz. 


of ore) | of ore) | of ore) | of gold) | of gold) | of gold) 


Year 


of ore 
1932 | 34.9] 6.481] 11.3 6.71 4.67 2.04 20.73 | 14.42 6.31 
1933 | 36.9} 5.843 | 10.8 8.74 4.72 4.02 29.93 | 16.16 | 13.77 
1934| 39.7} 5.147] 10.2 8.57 4.72 3.85 33.32 | 18.37 | 14.95 
1935 | 44.2 | 4.729] 10.5 8.17 4.60 3.57 34.52 | 19.43 | 15.09 
1936 | 48.2} 4.569] 11.0 7.79 4.56 3.23 34.12 | 20.02 | 14.10 
1937 | 50.7 | 4.462] 11.3 7.64 4.60 3.04 34.19 | 20.62} 13.57 


1 Information used in this table has been obtained from the annual reports of the Transvaal 
Chamber of Mines. The figures differ from those of the Chamber, however, because the latter 
include the Heidelberg mines in some years only. 


™ The rebate was conferred by adding to the “standard profit” an amount equal to one- 
quarter per cent of this standard for every one-hundredth dwt. of gold obtained, per ton 
of rock milled, fall in grade below the grade of November-December, 1932. 

* Many of the mines are leased under agreements which share the profits between the 
companies and the Government. For example, the New State Areas Mine operates on the 
under-mentioned formula, where y = the percentage of profits payable to the Government 
and x = the ratio of profit to recovery expressed as a percentage. 

y = 80 — 750 
Thus, with a 10 per cent ratio of profit to recovery, the Government takes 5 per cent of the 
profits of the mine; while, with a 50 per cent ratio, the Government obtains 65 per cent. 
Different formule operate with the various mines leased on a profit-sharing basis, being de- 
termined when the leases were granted. It should be mentioned that under the Transvaal 
Gold Mining Laws the Government has the right to mine or dispose of all precious metals 
(subject to the right of the surface owner to one-quarter of the mineral area). The leasing 
system was estimated in 1935 to have contributed about £40,000,000 (say $200,000,000) to 
the State Treasury. Of the Government's share of mining profits, 20 per cent is available for 
current use and 80 per cent goes to Loan Account for capital purposes. 

“See the criticism by Sir Robert Kotzé, former government mining engineer, South 

African Journal of Economics, September, 1933. 


Olitica! 

ining 
ain the 

terval 

to the 
Com: 
British 

been 

cial 

aken 
taxa- 

hich 
has 

t an 

The 
earn 

tax 
dard 

the 


698 Edmund Whittaker [ December 


was limited to £1,500,000 (say $7,500,000). This limit applied to the in. 
dustry as a whole, however, not to individual mines, and it was possible for 
any of the latter to secure for themselves a greater share of the allowance by 
increasing their expenditure on development. In 1936, the exemption was 
dropped in favor of an ordinary amortization allowance. 

As time passed, the various mining companies made big reductions in the 
grade of ore worked. Table IV indicates the extent of these and brings out 
the trends in production, working revenue, working costs, and working 
profits, over the period 1932-37. 

These figures reveal a great increase in quantity of ore crushed, accom. 
panied by comparative stability in the output of gold. Indeed, at first the 
latter declined; but after 1934 this trend was reversed, forecasting increased 
gold production in the future as new developments reach the productive 
stage. Working costs per ton of ore have shown a tendency to fall, because 
of the diminished cost of gold extraction. On the other hand, costs per ounce 
of gold have risen considerably, due to the larger quantity of rock which has 
to be treated to obtain the same amount of gold. As reported, the data do 
not furnish a basis for examining the effect on production costs of the higher 
levels of commodity prices which have prevailed since 1932. 

The reduction in grade of ore milled was greater than was expected by the 
Union Treasury when the excess profits duty was imposed and the shortage 
of revenue which resulted led to measures being taken to raise the tax yield. 
An undertaking had been given by the Government that no more than 50 
per cent of the excess profits would be taken in taxation; but a new tax, 
named the sur-tax, was introduced to bring the yield up to the permitted 50 
per cent. The various alterations had made the system somewhat complicated, 
and in the 1936 budget the earlier taxes were replaced by a new one in two 
stages: (a) a flat-rate levy of 15 per cent of profits and (b) a graduated im- 
position depending on the ratio of profit to the value of gold obtained, with 
a maximum of 35 per cent, bringing the total maximum to 50 per cent of 
profits. The graduation under (b) was so devised as to exclude profits below 
1214 per cent of the value of gold obtained, so that the low-grade mines 
were exempted from the second portion of the tax. As such, the new system 
was admitted by the mining interests to be satisfactory, though they con- 
tinued to complain of the weight of taxation imposed on the industry. Thus, 
Mr. G. H. Beatty, President of the Chamber of Mines for the year, in his 
presidential address to the Chamber on March 22, 1937, said: 


The method of taxation for the gold mines introduced during 1936 has the great 
advantage that most of the objections to the preceding systems, as systems, were 
removed. The level of taxation, however, remains very high. It is levied at a rate 
which is quite indefensible, because not only does it greatly exceed the rates in 
force in other industries and those applied to gold mining in other parts of the 
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world, but in addition it cannot even be justified as being necessary to satisfy the 
needs of the country.* 


As evidence in support of the claim of over-taxation, the Chamber of 
Mines had submitted the following comparison to a Departmental Com- 


mittee on Mining Taxation, which sat in 1935: 


Gold-Mining Taxation in South Africa 


V. Taxes on Gotp MINING IN Various CountrRIEs! 


Approximate rate of tax as 


isis percentage of total profits 
Australia 18 
Canada 13 to 19 
Rhodesia 23 
Union of South Africa 42 
United States of America 14 to 18 
West Africa 12 


How far the Chamber’s claims of over-taxation can be accepted, of course, 
depends on the manner in which the Government's objects are assessed. The 
State Treasury can be said to have been filled to overflowing, because large 
reductions in direct taxation as well as a certain amount of debt repayment 


1 Transvaal Chamber of Mines, Annual Report, 1935. 


have been made. Table VI shows the extent of the Treasury gains: 


VI. GovernMENT REVENUE FROM GoLp Min1na, 1932-37! 


(million dollars) 


Income from government ownership 


Year and participation in profits omen 
1932 11.4 5.8 
1933 ‘2.2 8.7 
1934 23.8 47.4 
1935 24.6 40.1 
1936 22.9 47.1 
1937 21.4 45.7 


' Data from Transvaal Chamber of Mines, Annual Reports. 


Obviously, the Government has little to complain of from the revenue 
standpoint. On the other hand, in so far as its aim was the stabilization of 
the pre-existing size of the gold-mining industry, it is evident that the taxa- 
tion has been only partly successful. Witwatersrand gold production has 
shown relative stability while the output of the world as a whole has risen 
considerably, with the result that the Witwatersrand percentage of the total 


has declined. 


* Report published by the Chamber of Mines. 
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Even before the fiscal changes we have described, there was some tend 
for the Witwatersrand percentage of the world total to fall—it topped 59 
per cent in the late 1920’s—but the reduction was not comparable with what 
has been experienced since that time. Probably the tax system has played an 


VII. Wirwarersranp Propuction CompareD witH Wor tp Output, 1932-37 


Witwatersrand World Witwatersrand as 
(million fine 02.) (million fine oz.) percentage of world total 

1932 11.4 24.1 47.2 

1933 10.8 25.4 42.7 

1934 10.3 27.4 37.6 

1935 10.6 30.0 35.2 

1936 11.1 33.0 33.7 

1937 11.4 


1 Data from Annual Reports of Director of United States Mint and Transvaal Chamber 
of Mines. The Witwatersrand figures are more comprehensive than those used in preparing 
Table IV, as they include some small mines for which costs are not available. 


important part in the change. The stability of Witwatersrand output is more 
apparent than real, however, because lowering of the grade of rock crushed 
has meant treating a much larger quantity of ore to obtain the same gold 
production, with a corresponding increase in the volume of employment 
furnished by the mines. The value of the output and the amount of dividend 
payments have gone up with the higher price of the metal. By ordinary tests, 
therefore, the industry can be said to have shown expansion. Table VIII 
gives these figures: 


VIII. Expansion oF THE WITWATERSRAND Go.tp-Min1no INnpbustry, 1932-37! 


Number of white | Number of colored 

Year , als ve of output | Dividends paid | oorpers employed | workers employed 
(million dollars) | (million dollars) (thousands) (thousands) 

1932 234.4 43.7 23.1 214.8 
1933 322.4 65.9 24.8 226.6 
1934 340.6 77.0 27.6 244.1 
1935 361.1 79.8 30.8 265.8 
1936 375.8 83.9 33.8 285.5 
1937 387 .3 | 82.8 35.9 287.7 


1 Transvaal Chamber of Mines, Annual Reports. 


Moreover, there is reason to expect that the annual output of the goldfield 
will grow considerably in the near future. Time is required for the construc: 
tional and developmental work which precedes gold extraction, so that ex- 
pansion undertaken by the older mining companies and the operations of 
new concerns have not yet been reflected to their full extent in the gold out: 
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put. The Union Corporation directors,”* in their 1935 report to stockholders, 
forecasted that within five or six years from that time the South African 
production of gold may approach 15 million ounces—it was 11.3 million in 
1937—and, though perhaps optimistic, this estimate is worth bearing in 
mind. It seems evident, that the results of the fiscal policy will represent 
something between the stability advocated by the Low-Grade Ore Commis- 
sion and the money-making objectives of the mining interests. Estimates as to 
how far the lives of the mines have been extended can be little more than 
conjecture. Probably that made by Dr. Hans Pirow, the present government 
mining engineer, is best worth quoting. Making a comparison with the Low- 
Grade Ore Commission’s figures, Dr. Pirow estimated that an increase in the 
price of gold of 55 shillings per ounce ($13.38 at par of exchange) is 
uivalent, other things remaining the same, to a reduction in working costs 
of about 614 shillings per ton of ore and conluded that: 
the lives of the then existing mines [7.e., those existing in 1932} have, on an 
average, at a conservative estimate, been increased by well over 150 per cent. In 
addition, we find that at least 14 large new mines have been created on the Rand, 
and a number of outside areas are showing promise of adding materially to our 


total production, if the higher price of gold and comparatively low working costs 
are maintained.?¢ 


The validity of such an estimate, of course, depends on the assumptions 
upon which it is based and these are stated by Dr. Pirow. When the quantity 
theory of money was more fashionable than it is today, before the days of 
government control of currency, it is possible that few people would have 
bothered to make estimates which assumed continuance over a lengthy period 
of low levels of mining cost, in face of a change in the price of gold which 
has added nearly 70 per cent to gold stocks and given every indication of 
doubling the current output of the metal. It remains to be seen whether and 
how far monetary management will affect the situation. Obviously, either 
higher levels of mining costs or a lower price of gold would force some of 
the low-grade ore, which is profitable under present conditions, below the 
paying margin. Many of the mines are reserving their richer ore against this 
contingency, however, so that, even though costs and gold price return to 
their pre-1933 balance, the holding back of high quality ore which otherwise 
would have been used up in the meantime will have extended the lives of 
the mines. 

EDMUND WHITTAKER” 

University of Illinois 

* The Union Corporation Ltd. is one of the financial groups which dominate Witwaters- 
rand gold mining. 

* Gold Mining in South Africa, address delivered in the University of the Witwatersrand, 


1935. The extract is from a reprint, privately circulated. “Rand” is a contraction for 
Witwatersrand. 


" Formerly of Natal University College, South Africa. 
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THE ECONOMICS OF RISING SECURITY PRICES 


The tendency of investors to buy or sell stocks when prices get out of line with eo. 
nomic reality prevents speculators from boosting prices too high. With investment sel}. 
ing absent, neither credit control nor limitation of margin trading can stop an upward 


rush of prices because speculators are still able to buy stocks with stocks. After a long 
period of uninterrupted business prosperity, investors are encouraged to take a “specul:. 
tive” attitude toward the market. When this occurs an uncontrollable bull market is in the 
offing. 


I 


Regulation of the security exchanges is usually defended on the ground; 
that (1) it will prevent security prices from getting out of line with ec. 
nomic reality; and (2) it will minimize the repercussionary effect of stock 
market fluctuations on legitimate business activity. Attempts to attain these 
objectives usually take the form of (1) setting limits to the quantity of 
credit that shall be made available to speculators or (2) limiting the size 
of traders’ debit balances to a stated proportion of the value of collateral? 
Both of these methods are postulated upon a sort of quantity theory of 
money notion of security prices. This notion might be formally summarized 
as follows: Other things being equal, the level of stock prices varies directl; 
with the quantity of cash or credit in the possession of speculators. The 
purpose of this paper is to describe the forces which can under certain 
circumstances send security prices soaring quite without reference to the 
quantity of purchasing power possessed by traders. 

The difference between a speculator and an investor is not clear and dis- 
tinct. Of necessity the terms allude to the attitude of shareholders toward 
the market. Investors are not inclined to participate in market trading; 
speculators are easily persuaded to do so. Investors are indifferent to minor 
fluctuations in quotations; speculators profit from them. A major rise in 
prices is required to induce investors to sell; a minor rise or fall is sufficient 
to create considerable speculative activity. 

When those whom we have designated investors sell shares, they sell 
them for one of two reasons. Either they consider current quotations as 4 
whole to be out of line with economic reality or else they prefer some other 
issue to the one which they hold. In the former case they sell their holdings 
for cash; and their market behavior has a tendency to depress prices, since 
it augments the floating supply of shares without increasing the demand. 
In the latter case their behavior has a depressing tendency on the shares 
which they sell and a buoyant effect on the shares which they buy so that 
as a whole the general average of stock prices is not materially affected. 


‘This position would seem to impose a duty upon regulators of deciding what the 
proper level of prices is under existing circumstances. 

*In chapter 10 of The Security Markets I have pointed out the absurdity of regulating 
debit balances by limiting their total to a percentage of a figure which is itself determined 


by those whom it is sought to regulate 
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If investors are assumed to be disinclined at the moment to participate 
in the market, it follows that such quotations as exist represent the terms at 
which the floating supply of stocks is being bartered back and forth be- 
tween speculators. And these speculative swaps can occur just as easily at 
2 high as at a low price level. Normally, however, investors are inclined to 
enter the market as sellers when prices rise above certain levels and to enter 
the market as buyers when prices decline below certain levels.* While this 
is true, speculators cannot run the level of prices above or below the limits 
set by the non-participating attitude of investors. 

This raises two questions of importance: 

(1) To what heights is it possible for speculators to boost prices if investors 

are assumed to be disinclined to participate in market trading when prices 
get too high ? 


(2) To what extent are we justified in assuming that investors will not enter 
the market on the selling side when prices do get too high? 


II 


Obviously every share of stock purchased must be paid for sometime. 
The paying ability of speculators is derived from three sources. These are: 
(1) Cash received from personal income, /.e., wages, salary, rents, interest 
and dividends. 
(2) Credit borrowed from banks, brokers, or from those who sell and allow 
credit balances to stand in their brokerage accounts. 
(3) Stocks delivered to sellers as compensation for the shares sold. 


The first of these is so obvious as not to require explanation, the second has 
been treated by me in detail elsewhere;* but the practice of buying stocks 
with stocks is sufficiently novel to call for more extended discussion. 

To illustrate how stocks are purchased with stocks, assume Smith to sell 
100 shares of Aluminum Can on the market for $67. As a result he re- 
ceives a right to withdraw $6,700. This right is ordinarily assumed to be a 
right to withdraw cash whereas in reality it is a right to withdraw vale. 
The seller may at his option withdraw his valve either in the form of cash 
or in the form of shares. Naturally he will choose to withdraw it in which- 
ever medium he feels to be the most profitable. If he is convinced that the 
future course of stock prices is to be upward, the wisest policy would be to 
withdraw the value in shares. And vice versa, if he suspects that the future 
course of stock prices is to be downward, common sense dictates that the 
withdrawal be made in cash. In other words, the medium withdrawn in each 
case depends upon the withdrawer’s notion as to the future trend of prices. 

If we view a stock exchange transaction from the viewpoint of the buyer, 

"It is generally believed that the point at which investors enter or leave the market 


is related to current or probable earnings. 
“See American Economic Review, March, 1932, “Economics of Brokers’ Loans.” 
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we discover at once that his ability to purchase stock is not limited by his 
ability to pay cash but by his ability to pay what sellers want. As long as the 
course of prices is upward, speculative sellers will want shares and no 
cash, so that buyers will find it easy to buy stocks and pay for them with 
stocks. 

Hence, speculative trading in a bull market is largely a matter of stock 
swapping; and quoted prices at such times represent the quantity of this 
stock which speculators consider to be equivalent in value to a quantity of 
that stock. 

Although it must be admitted that swapping among traders can be 
achieved as easily at a 10 per cent lower as at a 10 per cent higher price 
level, actual swapping is more apt to Jead to higher than to lower Prices. 
It is not the exchange per se that raises or lowers prices, it is the attitude of 
the exchangers. One who holds stock sets a value upon his holdings. The 
value so set is usually not lower than the price paid for the shares. If an- 
other trader sets a higher value upon the shares, an offer is made and an 
exchange occurs. If the bidding trader sets a lower value than that set by the 
holder, the shares are not available for exchange and no quotation results 

The motive behind swaps is a paper profit.’ When purchases precede 
sales, profits can result only if prices rise. As long as a possibility exists for 
a higher bid to materialize, a shareholder will be exceedingly reluctant to 
sell at a lower figure. Under these circumstances a buyer to acquire shares 
must bid as much as sellers are asking. Except therefore in unusual technical 
situations, exchanges will occur only at successive higher prices. 

In the illustrations used above, the buying and selling activity of each 
trader was assumed to occur simultaneously. This does not often happen. 
In actual practice a trader who wants to purchase United States Steel and 
to pay for it with his holdings of General Motors purchases the steel either 
before or after he sells his motor stocks. 

If he chooses the former, he will be obligated during the interval between 
the purchase and the later sale to pay to his creditors in the transaction an 
amount in value equal to the price of the steel stock at the moment he 
acquires it. 

In order to visualize such a margin purchase, assume United States Steel 
to be quoted at 64 and General Motors at 32. This is equivalent to saying 
that two shares of G.M. are equal in value to one of U. S. Steel. Suppose 
now that a trader who possesses 200 shares of motor stock is anticipating 
a shift to U. S. Steel common. He places an order to buy 100 shares of 
steel, the order is executed and his account is debited for $6,400. His debit 
balance is secured by 200 shares of General Motors and 100 shares of 
U. S. Steel common. The debit means that he is obligated to pay to traders 


° Of course each “swapper” intends to redeem his stock in cash at some undetermined 
future date when the values resulting from the swapping process get very high. 
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with credit balances 6,400 dollars in value. From the assumption we know 
that he anticipates paying tnis value in the form of General Motors stock. 

Should he choose to settle immediately, he could do so by delivering 200 
shares of General Motors, since current quotations for this stock offer posi- 
tive evidence that traders with credit balances are willing and anxious to 
take 200 shares of it in settlement of a $6,400 debt. By delaying his settle- 
ment, he is gambling on the continued willingness of creditors to take Gen- 
eral Motors at its current quotation. If the course of industrial activity is 
improving, his creditors may become so anxious for settlement of the debt 
in stock that they will offer to accept less than 200 shares in full settlement. 
Perhaps they will offer to take 150 shares. If so, it would mean that they 
are bidding 423 for it as compared with their previous bid of 32. On the 
other hand, if business should fall off, creditors may not want to take the 
stock at any price. They may actually demand cash. If so, our margin trader 
must either offer such terms as will persuade creditors to take stock rather 
than cash or else he must deliver the cash. He will begin by offering to 
settle on the basis of 250 shares being equal to $6,400, which is another 
way of offering General Motors for sale at 243. If this concession in price 
does not prove to be enough, he will be forced to suggest even better terms, 
say 400 shares, as being equal to $6,400, 7.e., $16 a share. 

If a trader buys stock before he sells his present holding, he obligates 
himself to pay his debt at some future date with whatever number of shares 
creditors may then demand. The risk he assumes in doing this is that 
creditors will demand more shares than they are currently demanding. His 
compensation consists in the possibility that creditors will demand fewer 
shares in the future than they are now demanding. Thus when investment 
participation in market activity is absent, stock quotations will rise or fall 
according as speculative buyers find it easy or difficult to pay for the stocks 
which they buy with stocks. 

III 


Our next problem is to discover the extent to which investors will actually 
tefrain from selling when the quotations set by speculators in the manner 
described above get out of line with economic reality. 

In the early stages of an industrial revival, the per share earnings of 
most corporations increase, and this in turn justifies higher share prices. 
At such times a tendency seems to exist for prices to outrun earnings. When 
this occurs, those who take the investment attitude toward stocks are en- 
couraged to liquidate. This selling by investors is supposed to have the 
effect of bringing prices back in line with earnings. However, if the im- 
provement in business continues, those who disposed of their holdings 
because they thought current quotations were out of line with current earn- 
ings soon find their action to have been unprofitable because the continually 
increasing earnings later justify the prices which they considered to be too 
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high. Seeing the shares which one has sold because he thought the price toy 
high quoted at still higher prices later is unpleasant, and for lack of a bette; 
term might be called an “experience of lost profits.” 

During a long drawn-out period of business improvement, any investo; 
who follows the conservative policy of selling his holdings whenever cy. 
rent prices get out of line with earnings is predestined by events to receive 
a whole series of ‘experiences of lost profits.” As a result sooner or later he 
will come to the conclusion that to remain out of the market for any length 
of time is a serious and costly error. Once investors and speculators become 
convinced that this is true, they must choose between two courses of action, 
One of these is never #o se// at all and the other is to sell only if they antici. 
pate purchasing some other issue immediately. Now if investors refuse to 
sell when prices get out of line with current and future earnings, no force 
remains to hold prices to a traditionally proper relationship to earnings. At 
such times investors have become speculators and by so doing have removed 
the only effective brake on soaring prices. In such event an uncontrollable 
bull market may get under way and continue to run wild until selling for 
cash occurs. When this comes, a refusal of the banks to supply the cash wil! 
only precipitate a violent reaction. 

WILFORD J. EITEMAN 

Duke Universit) 
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NOTE ON RISING COSTS AND THE BUSINESS-CYCLE CRISIS 


The profits of a manufacturing concern may rise for a time in spite of the fact that 
average unit costs are encroaching upon selling prices. In any situation in which unit costs 
and selling prices are rising at constant rates, the former more sharply than the latter, 
and in which the number of sales is increasing at a uniform rate, profits will at first rise 
for a time, then fall (providing the situation begins before, and continues after, the 
profit peak). Thus profits may cease rising and turn downward in spite of increasing 
sales and selling prices, and without any change in the rates at which sales, prices, and costs 
are proceeding. The more sharply the number of sales increases, the longer the profit peak 
is postponed. Profits may rise for a time when prices are falling and costs are rising (if 
the number of sales is increasing); profits may fall when both prices and sales are ris- 
ing at fantastic rates (if costs are encroaching upon prices). 


The part played by costs of production in the crisis, or down-turn, of the 
business cycle has been considered by various cycle theorists, including von 
Haberler, Haney, Lescure, Mitchell, and Pigou. These writers have usually 
suggested that during the latter part of a boom, costs tend to encroach upon 
profits by tending to rise more sharply than selling prices. The purpose of 
the ensuing paragraphs is to establish deductively two facts which, it is 
hoped, may shed a little light on this aspect of the down-turn, and which, 
to the writer’s knowledge, have not been pointed out in written discussions 
concerning encroaching costs: (1) that profits may continue to rise for a 
time in spite of the fact that average unit costs are encroaching upon selling 
prices; and (2) that profits may cease rising and turn downward, notwith- 
standing steadily increasing sales and selling prices, and without any change 
in the rates at which sales, prices, and costs are proceeding. These two propo- 
sitions are Closely related, and the same graphical method will be used to 
develop both. 

The diagrams below depict hypothetical boom situations as they affect a 
single manufacturing enterprise. The situations illustrated have been pur- 
posely made as simple as possible in order that significant changes in the 
profit trend might not be blurred. The graphs appear on a logarithmic 
vertical scale, since the propositions are concerned with relative rates of 
change. The variable measured on the horizontal axis is time—any period 
during which the changes illustrated could take place. Of the four variables 
measured on the vertical axis, three are to be considered as given, or as- 
sumed: a unit-price factor, a unit-cost factor,’ and a sales (number of sales) 
factor.* In each diagram, these three given factors are each made to change 
at a constant rate, and hence appear on the semi-logarithmic scale as straight 
lines. From the given factors, a profit curve is derived and plotted. It will 
be assumed that the enterprise receives its entire income through the sale of 


‘The unit-cost line at any particular point represents total cost per unit of output, 
including all fixed and variable items. So long as one is consistent, it makes little differ- 
ence in this analysis whether one considers certain debatable items as costs or as profits. 

*This is not to be confused with a dollar-volume sales curve; what it measures at 
any point is the number of units of output sold. 
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DIAGRAM 1 


its product, so that profits will always equal price per unit minus cost per 
unit times number of sales. In this simple fashion, the profit curve in each 
graph has been computed. 

Let us first assume a situation in which unit costs are rising at any con- 
stant rate while selling prices and the number of sales are remaining at 
stationary rates. (We are concerned in this discussion neither with the prob- 
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ability of such conditions nor with the processes by which they might oc- 
cut.) In a situation of this kind, illustrated in Diagram 1, two facts with 
respect to the profit trend are immediately apparent. In the first place, profits 
fall throughout the entire period, for the obvious reason that net profit per 
unit of output is constantly diminishing while the number of sales per unit 
of time continues the same. In the second place, the profit line, while de- 
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D1aGRAM 3 


rived from factors each of which changes at a constant rate, itself does not 
proceed at a uniform rate. Notice that profits fall at an ever-increasing rate 
of decrease, so that by the time costs have completely encroached upon prices, 
profits have disappeared.* 


*While these diagrams show the logical final outcome in each case (i.e., the com- 
plete disappearance of profits), they do not reveal the logical, though quite improbable, be- 
ginning. The point at which each situation begins has been determined on grounds of 
probability and clarity. 

Only the relative rates of change and directions of the various factors are of significance 
in these graphs. It makes no difference, so long as one is consistent, whether the money 
values in the cost and price lines are read as cents, dollars, or any other denomination; or 
whether the numerical values in the sales line are read as units, hundreds, or millions. 
Hence it should not be inferred, for example, when the profit line appears high on the 
graph that profits are necessarily large, except relative to profit values below. 
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We shall next consider a situation in which prices are rising less sharp); 
than costs while the number of sales is increasing at a uniform rate. Thi 
state of affairs is illustrated in Diagram 2. Notice that profits at first rise 
(in this particular case considerably faster than prices), but rise at a slowh 
diminishing rate of increase. Note also the abrupt collapse in profits, in 
spite of the absence of any change whatever in the sales, price, and ag 
trends.‘ 

Diagram 3 depicts a situation in which the number of sales increases by 
one hundred times—an almost fantastic rise. Costs, as before, are rising 
more sharply than prices. Notice that a very steep increase in profits is fol. 
lowed by an even steeper fall. The greater increase in sales has the effect of 
postponing the down-turn, making the collapse in profits even more abrupt 
than when sales are rising at a more moderate rate. 

It will be found that in any situation of this kind—that is, any situation 
in which unit costs are consistently rising faster than selling prices and in 
which the number of sales is increasing at a uniform rate—profits will a 
first rise for a time, then fall. No change in the rates at which prices, costs, 
and sales are advancing is required to produce this change in the profit 
trend. The greater the rate at which sales rise, the faster profits rise—and 
the more abrutly they fall. Profits may rise for a time when prices are falling 
and costs are rising (if sales are increasing); profits may fall when both 
prices and sales are rising sharply (if costs are encroaching upon prices). 

A host of significant questions are immediately suggested, such as the 
following: Does the simplified and hypothetical situation illustrated in 
Diagram 2 correspond essentially to at least a few of the profit reverses 
which accompany actual business down-turns? Would a reversal in the profit 
trend produced by these assumed tendencies, occurring, let us say, in two 
or three ‘‘key”’ industries, be sufficient to initiate a deflationary spiral affect 
ing all industry? Since, when costs are encroaching upon prices, profits wil 
eventually turn downward in spite of even fantastically increasing sales, is it 
not unnecessary to assume under-consumption as a causal factor in the 
cycle crisis? Finally, a rather rash question involving considerations far re 
moved from the present subject: Are monopolistic industries, because of 
their greater ability to resist encroaching costs through greater control ovet 
selling prices, more amenable to business-cycle control than competitive con- 
cerns? It should be unnecessary to state that no attempt has been made in 
these remarks to imply, much less suggest, answers to these problems. 

RANDALL HINSHAW 


Occidental College 


*The profit curve would be of the same character (i.e., first rising, then falling) i 
prices remained stationary or even fell slightly instead of rising, or if costs remained ste 
tionary while prices fell at a constant rate. This assumes, of course, that the situation 
begins before the profit peak has been reached. The profit peak may occur early or late, 
depending upon the rate at which sales are increasing and the rate at which cost 
are encroaching on prices 
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INTERNATIONAL COMPARABILITY OF PUBLIC DEBTS 


A definite tendency of national administrations to distinguish capital from current 
expenditures in public ascounts is confirmed by a League of Nations questionnaire con- 
cerning national public debts issued in the form of a balance sheet of public assets and lia- 
bilities. The questionnaire is for the first time designed to secure comparability between 
the public budgetary accounts of the various countries. The diversity of such accounts has 
long defeated efforts to make scientific studies of all international economic phenomena 
that are dependent upon national, municipal or local policies of public finance. 


In response to an invitation of the eighteenth session of the Assembly, 
the Economic and Financial Organization of the League of Nations has 
begun the collection of information on “the growth of the indebtedness of 
states, local authorities and public undertakings” throughout the world. 
The inquiry is not only the first of its kind under official auspices and the 
first under any auspices intended to provide comparable national debt sta- 
tistics, but it is calculated to influence the forms of public accounting. 

The “questionnaire on public debt,” the framework in which govern- 
ments are asked to report their experience by the League’s Circular Letter 
of April 27, 1938,’ adapts the principle of the balance-sheet to public 
finance. Wide discussion of this method of presenting public accounts and 
its actual use by certain governments are given as reasons conducing to its 
adoption for the collection of information on public debts that will afford 
a standard for comparing the conditions of various countries. The Economic 
Intelligence Service of the League of Nations has a well-earned reputation 
for scientific and significant development of comparable national statistics 
for international purposes. Its methodology of measuring such economic 
phenomena as the balance of payments, international trade and the numer- 
ous items of production and consumption as reported in the International 
Statistical Y ear Book have established standards of fundamental importance 
in comprehending the trend of events. The assimilation of the principles 
adopted has been as potent in improving and harmonizing national records 
of economic movements as it has in affording a basis for appraising their 
international aspects and for general codperation respecting them. The Eco- 
nomic Intelligence Service aims consistently to produce results that are 
basically and scientifically accurate and at least to attain data that are 
homologous. Being in a position to enlist the authorities of all governments 
—except for temporary exceptions—in its programs, the Service is ad- 
mitably adapted to advance statistical method. 

Public finance is the latest broad field into which this procedure has been 
able to penetrate. The International Financial Conference held at Brussels in 
1920 had before it a paper on Public Finance, with an Analysis of Expendi- 
lure and Revenue; and one volume of the Proceedings was devoted to State- 
ments on the Financial Situation of the Countries Represented at the Con- 


*C.L. 51. 1938. II. A, and Annex. 
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ference. That material necessarily reflected the Treasury practices of the 
states concerned and was a horrible example of the protean forms whic) 
accounting can be given under the lash of political control. Collection ang 
publication of these data were continued in the Memorandum on Pybjj, 
Finance issued for the years 1921, 1922, 1922-26 and 1926-28,? in most of 
which editorial notes drew attention to a few of the differences and dis. 
crepancies between budgetary accounts when viewed as a group. The 1929 
volume covered only 15 countries, and when it was possible to resume 
publication after the execution of other pressing work due to the depression, 
it was decided to issue the notice of each country as a separate fascicle in g 
series. Public Finance, 1928-1935* consists of 62 chapter-parts, each notice 
giving for a country summarized accounts, the treasury position, the cate. 
gories of receipts and expenditures, the situation of the public debt and 
where possible, state assets and liabilities, all being accompanied by ex- 
planatory notes.* These notes and the general explanatory note were de. 
signed only to draw attention ‘‘to some of the pitfalls which have to be 
avoided” in making international comparisons. The wide discrepancies be- 
tween national systems of accounting can be studied in the questions with 
which the general explanatory note deals (Part I). 

The work of the Economic Intelligence Service with respect to harmoniz- 
ing the public accounts of states had, up to 1938, thus amounted to a 
fairly comprehensive identification of the different technical procedures 
which may be followed in recording them. To interpolate proposals cal- 
culated to change the practices of states was beyond the authority of the 
Geneva Secretariat. The initiative was given in the eighteenth ordinary ses- 
sion of the Assembly where the reports of the Economic and Financial 
Committees were extensively debated in the Second Committee (technical 
questions). There Dr. R. Christiani (Denmark) in referring to the sug- 
gestions of the Secretariat said that “it would be very useful if budgets 
were drawn up on identical lines. Possibly the Financial Committee might 
study the problem of standardizing budgetary methods in general.” Finally, 
he raised “the question of private and public debts, which had everywhere 
reached alarming proportions for the budgets and for the future of various 
countries.” Lack of information made it so difficult to ascertain the exact 
extent of debts, that he submitted a draft resolution® to voice his convic- 


* These four memoranda were published respectively by the Economic and Financial 
Organization (II) in 1922, 1923, 1927 (International Economic Conference. C.E.I., 34. 
1927. II. 29) and 1929 (1929. II. 50). 

* League of Nations Document 1936. II. A. 1. 

*Out of 61 countries listed the following were not covered on August 1, 1938: 
Argentina, Bolivia, Chile, Colombia, Costa Rica, Ecuador, Guatemala, Honduras, Nicaragua, 
Panama, Paraguay, Peru, Salvador, Uruguay, Iran. 

*This read: “The Assembly, impressed by the considerable increase in public debt in 
recent years, recommends that the Financial Organization of the League of Nations 
should prepare a brief statement regarding the public debt of the Central Government 
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tion “that it would be of great interest for the various countries to obtain 
exact information regarding their indebtedness and the amount of their 
indebtedness compared with other countries.’’® 

The Assembly in a resolution adopted October 4, 1937, invited the Eco- 
nomic and Financial Organization “to take whatever measures it may deem 
appropriate for the examination,” among other problems, of “the growth 
of the indebtedness of states, local authorities and public undertakings.”’* 
With this authorization the Economic Intelligence Service proceeded to 
prepare a questionnaire on public debt designed to draw from each govern- 
ment a full view of its situation with respect to that portion of its transac- 
tions not met by current taxation. 

States are asked to report data as for December 31, 1913, 1928 and 1936, 
for all administrative units, the central government, state or regional authori- 
ties and local authorities. Each of the three sections shows a total of its own, 
with a breakdown of claims and liabilities between public institutions of the 
same® or of another section® as well as other claims and liabilities.*° A sum- 
mary table gives the grand totals, so that the largest measure of compara- 
bility becomes feasible whatever the political form of national administra- 
tions. Subsidiary tables for the same years and for the same political divi- 
sions are intended to round out the picture. Table II requests information 
on the outstanding amounts of debt according to conditions of payment; 
Table III will report service on public debt and receipts on account of in- 
terest on and amortization of loans and advances granted in the respective 
years; Table IV calls for amounts of total expenditures and receipts of all 
public bodies;** Table V asks for an estimate of fiscal income.’ 

The most far-reaching innovation in the questionnaire is the adoption of 
the balance-sheet form of setting up assets and liabilities as a means of 
divulging the relation of the public debt to national financial structure. 
Startling as this may seem at first sight, it is logically no novelty. For many 


and as far as possible of the regional and local authorities and other public institutions 
in the form of one of its publications on public finance.”’ 

‘League of Nations, Records of the 18th Ordinary Session of the Assembly, Minutes 
of the 24 Committee, 86 (Official Journal, Spec. Sup., No. 171). 

"League of Nations, Records of the 18th Ordinary Session of the Assembly, Plenary 
Meetings, 109, 144 (Official Journal, Spec. Sup., No. 169). 

*Claims of government railroads on the government for transport charges are illustrative. 

*Taxes collected by the government on behalf of regional or local authorities are 
illustrative. 

“Claims on and liabilities to colonies and all physical assets are illustrative. 

“The general explanatory note to Public Finance, 1928-1935 gives figures suggesting 
that for 30 countries the proportion of state expenditure to total public expenditure 
varied from about 40 per cent to about 94 per cent prior to 1933. 

“The general explanatory note in Public Finance, 1928-1935 gives figures suggesting 
that for 30 countries the proportion of public expenditure to national income prior to 
1933 varied from about 10 per cent to about 50 per cent, and that of state expenditure 
to national income from about 5 per cent to about 42 per cent. 


ber 
the 
hich 
| and 
ublic 
of 
1929 
ume 
$sion, 
ina 
Otice 
Cate- 
and, 
y 
e de. 
to be 
be- 
with 
oniz- 
to a 
dures 
cal- 
the 
Ses- 
ancial 
nical 
sug: 
dgets 
ight 
nally, 
where 
arious 
exact 
Onvic: 
nancial 
I, 34 
1938 
aragua, 
debt in 
Jations 
nents 


714 Denys P. Myers and Perry A. Wicks [ December 


years one of the soundest reasons adduced for the general practice of adding 
“extraordinary” to regular annual budgets was that they included Capital 
expenditures for railroads, postal, telegraph, waterway and other Public 
works.** The United Kingdom has long distinguished between its “dead. 
weight” debt and those portions of the debt against which there were assets 
or which were self-liquidating. The Soviet Union’s budget approximates 
the balance-sheet of a corporation controlling numerous wholly owned sub. 
sidiaries. All the great governments operate public corporations and are 
financially interested in others.’* The fascist governments have taken over 
or exercise control over an increasing number of industries. Public funds 
classically raised by taxation and employed for consumable expenses, are 
going more and more into public capital goods, some of which remain as 
assets and some of which are productive. Since all governments have put 
some of their borrowings into such forms, the only way to arrive at com- 
parable figures for different countries is to subject the gross debt to an 
analysis which will distinguish between its elements. 

The Economic Intelligence Service of the League of Nations has estab- 
lished the following skeleton analysis of the assets and liabilities of gover- 
ments for the balance-sheet of public debts in all sections of all countries 
replying to the questionnaire: 

Assets Liabilities 
I. Financial Assets: 1. Fiscal debt: 


1. Cash in hand and with banks (2) Domestic debt: ; 
2. Short-term claims (i) pees (long- and middle. 
term 
(a) Arrears of taxes . ) 
(4) Arrears of other receipts (ii) Floating (short-term ) 
(c) Loans (4) Foreign debt: 
(d) Other short-term claims (i) Funded (long- and middle. 


i ong-te term) 
3. long-term claims (ii) 
(4) Other claims 2. Money in circulation 


3. Administrative liabilities: 
(a) Arrears of payments 
(4) Liabilities not yet due 


4. Shares and participations 
5. Transitory assets 


Il. Physical Assets: (c) Deposits for account of other per- 
6. Immovable property sons ay, 
7. Movable property 4. Shares and participations 
(a) Equipment, tools, furniture, > Transitory liabilities 
rolling-stock, et 6. Debt reserves 
(4) Stock 7. Loss reserves 
8. Capital reserves 
Ill. 8. Losses 9. Capital and profits 


‘SA League of Nations questionnaire on public finance dated March 1, 1924, which 
served as the basis for the volume on 1922-26 (C. 24. M. 12. 1924, II) had under ex- 
penditure a heading entitled “investment in revenue-yielding assets” which included out- 
lay on railroads, posts, telegraphs, telephones, harbors and canals, hydro-electric works, 
other public undertakings, public domain, house construction, purchase of shares, bonds 
and other securities, loan advances and allocation to loan funds, allocation to reserve 
funds, other revenue-yielding investments. 

“The United States Government’s interest in the net assets represented by loans 
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The Secretary-General in transmitting the questionnaire to governments 
sets no time limit for the receipt of replies. Anticipating that governments 
would be unable to furnish all the information or to complete both sides of 
the balance-sheet, he requested any observations or suggestions regarding the 
form of the questionnaire for future consideration. Those remarks relate to 
the intrinsic accounting difficulties of recasting national budgets in a single 
framework for comparative purposes. 

Much clarification to the details of presenting budgetary figures in com- 
parative form is given in the notes to the questionnaire. The most obvious 
of these is to determine which budgets are to be regarded as equivalents, 
considering that 26 countries begin their fiscal year on January 1, 18 on 
April 1 and 12 on July 1, with others on half a dozen scattered dates. The 
rule adopted is to use the budgets of the fiscal years ending within the 


period July 1-December 31 as those of 1913, 1928 and 1936, but to use the 


budgets of 1914, 1929 and 1937 when the fiscal year ends within the pe- 
riod January 1-June 30. 

The principle of reporting closed accounts is followed, which should 
produce more accurate records of national fiscal experience in some instances 
than the governments customarily provide; in other instances the answers 
may be given by selecting an existent accounting basis.** The instructions 
under Assets, Headings 2 and 3, 


should include all items embracing claims in the form of bills and bonds, and 
book claims for money lent or advanced, administrative claims for taxes, fees, 
services rendered, deliveries made, works executed, whether due (arrears of 
receipts) or not yet due, payments on account, claims on receipt-collectors for 
receipts collected and not yet surrendered, claims on disbursing officers and other 
officials accountable for funds. Claims falling due within a term of one year or 
less from the date of their creation should be regarded as short-term claims and 
other claims as middle- or long-term. 


The published results from this questionnaire on public debt should add 
considerably to knowledge of the world’s economic situation as reflected in 
governmental finance. 

Denys P. MYERS 
Perry A. WICKS 
Fletcher School of Law and Diplomacy 


and other investments of governmental corporations and credit agencies amounted to 
$4,014,000,000 as of May 31, 1938, a net increase of $125,000,000 as compared with 
May 31, 1937. 

“Four different bases are employed to show the receipts and expenditures of the 
United States: daily Treasury statements unrevised (current cash transactions); daily 
Treasury statements revised (actual transactions); warrants issued; checks issued, which 
most closely reflect the expenditures (Secretary of the Treasury, Annual Report... for 
the fiscal year ending June 30, 1937, 295). 
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THE FOREIGN-TRADE DOCTRINES OF THE PHYSIOCRATS: 


Although the Physiocrats were not primarily interested in the subject of foreign trad 
they did devote some discussion to the matter which has hitherto been neglected. The bulk 
of their foreign-trade theorizing was concerned with the negative task of demonstrating 


the fallacies of the balance-of-trade doctrine of the Mercantilists. On the positive side, while 
they argued for free trade, based largely upon their “natural-order” philosophy and upon an 
incomplete realization of the benefits of international specialization, in practice they were 
primarily concerned with achieving the free exportation of grain. In the course of their 
discussions, attention was den oted to the quantity theory, the price-specie flow mechanism, 
the velocity of circulation of money, the ‘terms of trade,” the law of markets and the 
foreign exchanges. Most of their ideas on these matters were borrowed from other writers, 
notably Hume, Cantillon and Boisguilbert. Moreover, inasmuch as they held fast to a nar. 
row conception of the real nature and gains of foreign trade, and viewed it disdainfully 
as a necessary evil, the Physiocrats’ positive contributions to the subject were at best meager 
and unsatisfactory. 


I. Introduction 

During the past decade there has been a considerable growth of interest 
in the theory of international trade, and valuable contributions have been 
made to the literature in this field. Although most of the work has been 
concerned with modifying and extending various aspects of the ‘‘Classical” 
doctrine, much attention has also been devoted to a more careful and in- 
tensive examination of the earlier literature. In addition to Angell’s com- 
prehensive treatise,’ illuminating studies have been made of the foreign- 
trade doctrines of earlier writers and schools of thought, notably the 
English and French Mercantilists. 

It is significant to notice, however, that very little attention has been 
specifically devoted to the foreign-trade theories of the first “‘school” of 
economists, the Physiocrats. Although there is a large and valuable litera- 
ture on the Physiocratic movement,’ this aspect of their system has been 
conspicuously neglected. The only comprehensive analyses in this field 
are the earlier studies of Permézel* and Savatier.® These works are con- 
cerned more with the practical side of the Physiocratic views on foreign 
trade than with the theoretical aspects, which have as yet not received 
analysis and evaluation in the light of modern international trade and mone- 
tary theory. 

‘The writer is especially indebted, in the preparation of this paper, to Professor Jacob 
Viner for the benefit of his advice and criticism. The assistance of Professor J. U. Nef and 
Dr. G. Meyer is also acknowledged. These men are not responsible, of course, for any 
errors of fact or interpretation that may be contained herein. 


7 J. W. Angell, The Theory of International Prices, Cambridge, 1926. 
*The most complete study of the Physiocrats is G. Weulersse, Le Mouvement Physio- 


cratique en France, Paris, 1910. Other scholarly general accounts are A. Oncken, Geschichte 
der Nationaloekonomie, Leipzig, 1902, pp. 314-481, and H. Higgs, The Physiocrats, Lon- 
don, 1897. The best short survey is J. Schumpeter, ’ ‘Epochen der Dogmen- und Methoden- 
geschichte,” Grundriss der Sozialékonomik, i, pp. 39-53. There is also a host of monographic 
studies on various aspects of their system. 

*P. Permézel, Les Idées des Physiocrates en Maticre de Commerce Internationale 
Lyon, 1907. 

*R. Savatier, La Théorie du Commerce Chez les Physiocrates, Paris, 1918. 
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in France and was intimately acquainted with different members of the 
Schaal Since the of Cantillon by JTevons in 1881.)* the many 
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Systematic discussions of the monetary aspects of their foreign-trade 
theories especially have been lacking. Angell devotes but a few pages to 
the matter, and most books on the Physiocrats make only passing reference 
to it. The various historians of monetary theory, notably Hoffmann,* Mon- 
roe,” Loria’ and Zuckerkandl,* as well as other writers on historical phases 
of monetary doctrines, make little mention, if any, of the Physiocrats. "ie 
only exception here appears to be Gonnard.*° 

The reason for this almost general neglect is not difficult to determine, 
for the Physiocrats had comparatively little interest in foreign trade and 
monetary matters. Such views as they had on the subject were seldom pre- 
sented in systematic or comprehensive fashion, and evidenced, in general, 
a lack of originality. They did write sufficiently on these topics, however, 
to warrant a study of this aspect of their system. The purpose of this paper 
is not to demonstrate that they made particularly valuable or original 
contributions to foreign-trade and monetary theory, but rather to fill a 
minor, though noticeable, gap in the history of the literature. An attempt 
will be made herein to present a systematic digest of their more significant 
discussions in this field. 

The Physiocrats were largely indebted, in their discussions of money 
and foreign trade, to the ideas of other writers. Three men, especially, 
seem to have shaped their general doctrinal position—namely, Hume, 
Cantillon and Boisguilbert.‘t To Hume they were indebted for one of the 
earliest scientific analyses of the nature of foreign trade, and from him they 
derived many of their liberal ideas. Between 1753 and 1759 some three 
different French translations were made of Hume’s economic essays, origi- 
nally published in 1752 under the title of Political Discourses,’* and these 
exerted considerable influence on them.** Hume himself spent some time 


*F. Hoffmann, Kritische Dogmengeschichte der Geldwerttheorien, Leipzig, 1907. 

"A. E. Monroe, Monetary Theory before Adam Smith, Cambridge, 1923. 

* A. Loria, Studi sul Valore della Moneta, Torino, 1891. 

*R. Zuckerkandl, Zur Theorie des Preises, Leipzig, 1889. 

*“R. Gonnard, Histoire des Doctrines Monétaires, ii, Paris, 1936, pp. 106-49. 

™ By the term “‘Physiocrats,” I refer in this essay specifically to Quesnay, Mercier de la 
Riviére, Marquis de Mirabeau, Dupont de Nemours, Abbé Baudeau, Le Trosne, Saint- 
Péravy and Turgot. The writings of such minor Physiocrats as Roubaud and Abeille are 
omitted from this discussion. It should be remembered that the views of later Physiocrats 
like Le Trosne and Turgot differed somewhat from those of the other members of the School. 

“ F. Sauvaire-Jourdan, Isaac de Bacalan et les Idées Libres-Echangistes en France, Paris, 
1903, p. 33. 

* For example, J. Pallard: “En France, l’influence de Hume est certaine . . . quant a 
ses Oeuvres, certainement tous ceux qui s’interéssent aux sciences sociales dans la seconde 
moitié du XVIII® siécle . . . les étudierent . . . on sait que Quesnay a lu les essais de 
Hume, et que cette lecture . . . fut l’origine du libéralisme tout spécial du chef des Phy- 
siocrates.” La Liberté du Commerce Extérieur au XVIII* Siécle, Rennes, 1904, pp. 151-53. 
See also Sauvaire-Jourdan, op. cit., p. 36; Weulersse, op. cit., ii, p. 26; W. Bickel, Die 
Okonomische Begrundung der Freihandelspolitik, Zurich, 1926, p. 22; S. Bauer, “Zur 
Enstelung der Physiokratie,” Jabrbucher fiir Nationalékonomie und Statistik, N.F., xxi 
(1890), p. 146. G. Schelle has argued, however, that the influence of Hume on the Physio- 
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in France and was intimately acquainted with different members of the 
School. Since the “discovery” of Cantillon by Jevons in 1881,"* the many 
similarities between his doctrines and those of the Physiocrats have become 
abundantly clear. Their discussions of wealth, value, money and monetary 
circulation have much in common. The indebtedness to Boisguilbert js 
perhaps even more striking. Although the Physiocrats made very few refer. 
ences to him, the remarkable similarity between their doctrines becomes 
inexplicable unless one is prepared to admit this indebtedness. In their 
writings we find a similar disdain for money and the balance of trade, a 
similar preoccupation with agriculture, and similar arguments for freer 
trade,?® 

} II. The Criticism of Mercantilism 


A. Monetary Doctrines before the Physiocrats 


The greater part of the foreign-trade and monetary doctrines of the 
Physiocrats can be fully understood and appreciated only if it is remem- 
bered that the movement arose primarily as a reaction to Mercantilism, 
which had laid exaggerated stress on the necessity of accumulating a large 
stock of the precious metals by means of an export surplus. This philos- 
ophy, which for long had dominated both government policy and economic 
literature, had by the time of the Physiocrats showed definite signs of dis- 
integration. The period immediately antedating the movement was one 
of transition to more liberal ideas, and although most of the writers were 
still Mercantilistic in outlook, we find in their writings an increasing 
realization of the weaknesses of trade restriction and bullionism. 

The earliest attacks on Mercantilism were on the monetary side. For one 
thing, it was argued that money was not wealth and could not satisfy human 
wants. This anti-Mercantilist notion, hinted at in the earlier literature,” 


crats has been greatly exaggerated. See his L’Economie Politique et Les Economistes, Patis, 
1917, pp. 122-23, and his “Sur les Physiocrates,” Journal des Economistes, xxxi (1911), 
pp. 240-42. See also A. Schatz, L’Oeuvre Economique de David Hume, Paris, 1902, pp. 
233-43. It is interesting to note that Hume himself considered the Physiocrats “the set of 
men the most chimerical and most arrogant that now exist.” See his letter to the Abbé 
Morellet, July 10, 1769, in The Letters of David Hume, edited by J. Y. T. Greig, Oxford, 
1932, ii, p. 205. 

*W. S. Jevons, “Richard Cantillon and the Nationality of Political Economy,” Cor- 
temporary Review, 1881. Reprinted with the text of Cantillon’s “Essai sur la Nature du 
Commerce en Général” in Higgs’s edition, London, 1931. For studies specifically tracing 
the relationship between Cantillon and the Physiocrats, see P. Legrand, Richard Cantillon, 
un Mercantiliste Précurseur des Physiocrates, Paris, 1900, and W. Rouxel, “Un Précurseur 
des Physiocrates: Cantillon,” Journal des Economistes, Sth ser., vii (1891). For a recent 
estimate of Cantillon’s life and work, rich in bibliographical material, see F. A. von Hayek, 
“Richard Cantillon, Sa Vie, Son Ocuvre,” Revue des Sciences Economiques, April, June 
and October, 1936. 

* The most comprehensive account of the influence of Boisguilbert on the Physiocrats 
is found in F. Cadet, Pierre de Boisguilbert, Précurseur des Economistes, Paris, 1870, 
especially pp. 358-92. 

* For example, by North and Bodin. 
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B. Money as “un Gage”’ 


The first Mercantilist notion attacked by the Physiocrats, and the one 
i on which they probably lavished the most attention, was the identification 
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found definite expression in the writings of Boisguilbert, Vauban, Law, 
Mélon, Forbonnais, d’Argenson and others.’? Coupled with this notion 
was also specific recognition of simpler forms of the quantity theory of 
money, the realization that the accumulation of the precious metals would 
merely increase prices, without an increase of the community's real wealth. 
Its earliest formulation in England is usually credited to Locke, but as 
Viner has shown,*® it had been earlier stated by Malynes, Mun, Cotton, 
Robinson and others. The connection between an influx of the precious 
metals and rising prices was recognized in France at an early date by Bodin. 

The most effective single weapon in the doctrinal defeat of Mercantilism 
was the theory of the self-regulating mechanism of the international dis- 
tribution of specie. The purpose of this doctrine was to demonstrate that 
under an international metallic currency the supply of the precious metals 
would automatically take care of itself. Any excess, or deficiency, of the 
amount required by a country to maintain international equilibrium would 
be corrected by the influence of changes in price levels, shifts in trade 
balances, and specie flows. Although Hume systematized and popularized 
the doctrine by his precise formulation of it in 1752,%° North (1691), 
Gervaise (1720), Cantillon (1730), Vanderlint (1734) and others had 
earlier stated it with varying degrees of completeness and correctness.*° 

In France, especially, the period preceding the Physiocratic movement 
was productive of many monetary discussions. Most important were the 
writings of Law, Daguesseau, Mélon, Dutot, Forbonnais, Paris-Duverney 
and Cantillon.*? It was a period of intense monetary controversy which 
arose largely as a result of depressed economic conditions and the disordered 
state of the French finances. Although Mercantilistic in outlook, these 
writers, Cantillon above all, offered some penetrating suggestions as to the 
nature of monetary fluctuations, prices and the foreign exchanges. 

The Physiocrats were not, however, primarily interested in these matters 
which had so engaged the attention of their predecessors, and consequently, 
monetary discussions form but a small part of their writings. To establish 
their own point of view as to the sole productivity of agriculture and the 
necessity of free trade, it was essential for them, however, first to demolish 
the preconceptions of the Mercantilists. Thus the greater part of their mone- 
tary discussions consists of attempts to demonstrate the fallacies of the 
balance-of-trade doctrine. Here a variety of arguments was used, most of 
which had been stated in various forms by earlier writers. 

For a short discussion, see A. Dubois, Précis de I'Histoire des Doctrines Economiques, 
i, Paris, 1903, pp. 282-84. 

* Jacob Viner, Studies in the Theory of International Trade, New York, 1937, pp. 40-41. 

7 “Political Discourses,” in Essays Moral, Political and Literary, 1875 ed., i, pp. 330-345. 

~ Viner, op. cit., pp. 74-87. 

“ The best discussion of this whole period is to be found in P. Harsin, Les Doctrines 


Monétaires et Financiéres en France, Paris, 1936. See also J-M. Pascal, Manipulations 
Monétaires et Commerce Internationale, part i, Paris, 1936; Gonnard, op. cit., ii, pp. 17-105. 
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balance of trade (if such were possible) is therefore undesirable, and in 
itself gives no indication of the real “gain” from trade.?° 
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B. Money as “un Gage” 


The first Mercantilist notion attacked by the Physiocrats, and the one 
on which they probably lavished the most attention, was the identification 
of money and wealth. It was made clear that a country’s wealth consisted 
not in its stock of money but in its resources and its goods destined for 
consumption. As Quesnay expressed it, 


... l'argent n’est pas la richesse dont les hommes ont besoin pour leur jouissance, 
Ce sont les biens nécessaires 4 la vie et 4 la production annuelle de ces biens 
mémes qu'il faut obtenir.?? 


In the Physiocratic scheme, money is considered solely as a medium of 
exchange, a “‘gage’’ and a mere “‘signe représentatif.”** A sharp and clear- 
cut distinction is thus drawn between real wealth (la richesse primaire, 
réelle, véritable, naturelle), and pecuniary wealth (la richesse sécondaire, 
rélative, représentative). Money is a means, not an end, nor has it any 
“dynamic’’ function such as that attributed to it by the Mercantilists.» 
It is of benefit only to the extent that it is exchanged for “primary” wealth. 

Closely allied with this is the notion that a country does not “gain” by the 
acquisition of the precious metals through trade, for this necessitates giving 
up in exchange an amount of real wealth equal in value. Speaking of a 
country which endeavors to sell more than it buys, Le Trosne argues that 


. elle augmenteroit la masse de l’argent chez alle, & non ses richesses, car 
elle auroit payé cet argent tout ce qu’il vaut. Elle auroit acquis de l’argent, mais 
elle n’auroit plus les richesses qu'elle auroit données pour I’avoir; il n’y a donc 
point-la d’augmentation de richesses.?° 


Consequently, the Physiocrats contended that a policy of trying continu- 
ally to accumulate precious metals by forcing exports and retarding imports 
is unwise, for the country concerned is parting with more real wealth than 


it is acquiring. The surplus of metals obtained is of benefit only to the 
extent that it is reconverted into real wealth. A continuing “favorable” 


* Francois Quesnay, Avalyse du Tableau Economique, 1766, in Oeuvres Economiques 
et Philosophiques de F. Quesnay, edited by A. Oncken, Paris, 1888, p. 324. All further 
references below, by pages, to the different writings of Quesnay, will be to this edition. 

**“Dans l’argent, ils ne virent plus qu'un organe ayant pour fonction de faire circuler 
les richesses commercables.”” H. Denis, Histoire des Doctrines Economiques et Socialistes, 
i, Paris, 1904, p. 76. 

* Money is also considered “‘sterile.’’ Cf. Quesnay'’s dictum, “‘L’argent n’engendre pas 
l'argent.” For this reason the Physiocrats considered interest on loans as a burdensome 


deduction from the country’s revenue. For a careful study of this aspect of their doctrines, 
see A. Rougon, Les Physiocrates et la Réglementation du Taux de l’Intérét, Paris, 1906. 

* “Discussions sur |’Argent et le Commerce,” in his Recueil de Plusieurs Morceaux 
Economiques, Amsterdam, 1768, p. 205. Cf. also Mirabeau, Philosophie Rurale, ii, Amstet- 
dam, 1763, p. 278. Quesnay argues that this is true even in the case where a country 
obtains the precious metals from its own mines; it must here “give up” an equivalent 
amount of real wealth in the form of wages to those working the mines. Questions In- 
téressantes sur la Population, |’ Agriculture et le Commerce, 1758, p. 290 n. 
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Another argument used by the Physiocrats against the balance of trade 
doctrine was that all trade was “sterile,” and that there was no possibility 
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balance of trade (if such were possible) is therefore undesirable, and in 
itself gives no indication of the real “gain” from trade.?° 


C. The Law of Markets and the Sterility of Trade 


The Physiocrats were among the first to see that all trade reduces itself 
to an exchange of commodities against commodities, money merely serving 
an intermediate rdle. This notion, subsequently elaborated upon and popu- 
larized by J. B. Say as the “loi des debouchés,’” formed an integral part of 
the Physiocratic critique of Mercantilism. Throughout the writings of the 
Physiocrats we find frequent references to the fact that “acheter, c'est 
vendre, et vendre, c’est acheter” ;?” “personne n’est acheteur qu’autant qu’il 
est vendeur’’;** “pour vendre beaucoup il faut acheter beaucoup, et vice 
versa’° and “il en est des nations comme des particuliers; la somme de 
leurs ventes est égale a la Somme de leurs achats.’’*° The notion here, of 
course, is that a nation can buy only to the extent that it sells, and can sell 
only to the extent that it buys. It cannot continually attempt to sell and never 
to buy; for by failing to buy it does not give other nations the wherewithal to 
buy from it. It was for this reason among others that the Physiocrats con- 
sidered the balance-of-trade doctrine as nothing more than “un phan- 
téme,’”** “une chimére,”’*? and “‘aveugle et cupide politique.’”’** 

It is clear that this ‘‘law’’ gives no adequate explanation of the mechan- 
ism of international trade inasmuch as it omits reference to such an essen- 
tial element as specie-flows, and the causes underlying them.** Then, again, 
there is no reason why there should be any necessary equality between a 
nation’s commodity exports and imports, even if its total debits and credits 
do balance. The doctrine, moreover, if it is to have any significance at all, 
is a long-run affair. Turgot seems to have been the only one to recognize 
this. In a letter to Dupont de Nemours he wrote: 


Je sais bien que tous les achats et les ventes sont toujours au pair 4 la longue; 
mais prenez-y garde, cette proposition est susceptible dans le fait des limitations. 
Tout tend au niveau, mais rien n’y est . . . malgré la liberté des communications, 
dans l'état actuel, il y a des nations qui s’enrichissent et d’autres qui s’appauvris- 
sent, des nations qui achétent plus qu’elles ne vendent.’”’*® 


* A similar notion was expressed by Boisguilbert. Cf. Cadet, op. cit., p. 247. 

* Mirabeau, op. cit., iii, p. 249. 

* Mercier de la Riviére, L’Ordre Naturel et Essentiel des Sociétés Politiques, 1767, re- 
printed in E. Daire, Physiocrates, Paris, 1846, p. 540. 

* Guérineau de Saint-Péravy, Principes du Commerce Opposé au Trafic, Paris, 1786- 
67, 4, 

” G-F. Le Trosne, De I’ Intérét Social, 1777, in Daire, op. cit., p. 919. 

" Tbid., p. 919. 

* Saint-Péravy, op. cit., ii, p. 103; Quesnay, Du Commerce: Premier Dialogue entre 
MH. et M.N., 1766, p. 478. 

* Mercier, op. cit., p. 575. 

* Angell, op. cit., p. 229 n. 

* Feb. 20, 1766, in Oeuvres de Turgot, edited by G. Schelle, Paris, 1914, ii, p. 150. 


1938 | Foreign-Trade Doctrines of the Physiocrats 723 


s causes de cette augmentation est le rengorgement des métaux qui arrivent 
. . des mines du Perou et du Potose.*? 
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Another argument used by the Physiocrats against the balance of trade 
doctrine was that all trade was “‘sterile,” and that there was no Possibility 
of “gain” involved in it. This ‘‘sterility’”” was argued from several different 
points of view,** the most common being that trade was merely an ex. 
change of equal values, with no addition to the sum total of wealth of 
either of the traders.*’ This doctrine, which was applied both to domestic 
and foreign trade, does not, however, preclude the notion of “gain” in its 
usual sense as gain in utility. Although it is correct to say that trade is an 
“exchange of equal values,” nevertheless each party increases his utility 
by the act, and this in itself constitutes the real “‘gain’’ derivable from trade 
The Physiocrats merely used the word “gain” in a different way: to them 
it meant a clear surplus of value, which from their point of view trade 
does not afford.** Quesnay, Le Trosne and Mercier did, however, gtasp the 
concept of an increase in utility resulting frum trade, but they did not look 
upon this as a “‘gain.”’®® 


D. The Quantity Theory 


It was pointed out above that by the time of the Physiocrats simpler forms 
of the quantity theory had gained substantial acceptance in the literature. 
Although most treatises on the history of monetary doctrines neglect to 
mention the Physiocrats as adherents to this theory,*° an examination of 
their writings reveals that, following their predecessors, they had clear 
recognition of the influence of the quantity of money on prices. This was 
used as another weapon in the attack on Mercantilism. 

In the following quotations are presented statements of the quantity 
theory in its most elementary form: 


La valeur de |’argent, rélativement a celle des denrées, était alors au moins le 
double de ce qu'elle est aujourd’hui, l’argent étant beaucoup moins rare depuis 
la decouverte des mines d’ Amérique.*" 

... le prix de toutes sortes d’ouvrages augmente journellement 4 Paris . . . une 


Dionnet has argued that the Physiocrats exaggerated the importance of this law. Le 
Neomercantilisme, Paris, 1910, pp. 211-13. 
* Trade was also regarded as “‘sterile’’ because it resulted in no “produit net,” and 


because it did not increase the quantity of material goods. Cf. Savatier, op. cit., pp. 82-87 

* Quesnay, Analyse, p. 321; Mercier, op. cit., p. 544; Le Trosne, Discussions, pp. 211- 
12. 

* Cf. Gide et Rist, History of Economic Doctrines, New York, p. 27. 

* Quesnay, Réponse au Mémoire de M.H., 1766, p. 395; Le Trosne, op. cit., pp. 211- 
12; Mercier, op. cit., p. 544 

“ The same comment is applicable to studies dealing specifically with the history of the 
quantity theory. Eg., H. P. Willis, Journal of Political Economy, iv (1896), J. L 
Laughlin, The Principles of Money, New York, 1911, ch. 7, and others. Permézel goes 
so far as to state that the Physiocrats had nothing whatsoever to say of the quantity theory, 


op. cit., p. 241. 

“ Quesnay, Du Commerce, p. 462 n. Interestingly enough, Quesnay in one passage 
offers a sort of “inverse” quantity theory: ‘’. . . l'accumulation de l’argent . . . intercepterait 
la circulation, ferait baisser le prix des productions.” (Italics mine), s#bid., p. 481. 
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E. The Velocity of Circulation of Money 


Toward the end of the seventeenth century, discussions of the velocity 
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des causes de cette augmentation est le rengorgement des métaux qui arrivent 
__. des mines du Perou et du Potose.*? 

A mésure que la masse de I’argent s’accréit, il perd de son prix.** 

_.. plus d'argent rendra tout plus cher s’il entre dans la circulation.** 

Here the relationship is of the simple form P = f (M), the “goods side 
of the equation” being ignored. No precise relationship between M and P 
is specified. Other writers took account of the ‘goods side,” and presented 
more advanced statements of the theory. For example: 


util; La proportion entre la masse des gages pécuniaires, & celles des denrées 
t . diminuant continuellement, il se trouveroit chaque année moins de ceux-la pour 
meee. obtenir la livraison de celles-ci, dont la valeur vénale diminueroit.*® 

them On dit que les assignats vaudront l’argent et serviront aussi bien que l’argent ; 
trade si cela est, comme il n’y aura ni plus de pain ni plus de vin qu’auparavant, ceux 
ip the qui voudraient avoir du pain . . . seront donc obligés de donner plus d’assignats 
t look ou plus d'argent pour la méme — de pain ou de vin. . . s’il y avait le 

double d'argent, il faudrait acheter le double plus cher.** 

Sil (Law) avait lu et medité Locke . . . il aurait su que toutes les denrées 
d'un Etat se balancent toujours entre elles et avec l’or et l’argent, suivant la pro- 
portion de leur quantité et de leur débit . . . que, quand il y a plus d’or, il est 

forms moins cher, et qu’on en donne plus pour une quantité déterminée des mar- 
ature chandises. . . 
act to Here the influence of the amount of goods in circulation is recognized, 
on of and in several cases,** a precise relationship between money, goods and 
clear prices is specified. It was also seen that paper money affected prices in the 
5 was same manner as metallic money. None of these writers, however, discussed 
the question of Aow an increase in the quantity of money leads to higher 
intity prices. Unlike Cantillon, who carefully explained how this was effected by 
an increased expenditure on the part of those receiving the new money,*® 
7? the Physiocrats seemed to look upon the relationship between money and 
epuis prices as purely automatic.®° 
“Mirabeau, L’Ami des Hommes, quoted in L. Brocard, Les Doctrines Economiques et 
une Sociales du Marquis de Mirabeau, Paris, 1902, p. 156. 
— — “ Mercier, op. cit., pp. 584-85. 
w. Le “Baudeau, Avis au Peuple sur Son Premier Besoin, Paris, 1774, p. 70. For a much 
fuller statement see his Principes de la Science Morale et Politique, 1767 (Collection 
oad des Economistes, Paris, 1912), pp. 16-18. 
87.87 “ Saint-Peravy, Mémoire sur les Effets de l’lmpét Indirect, London, 1768, p. 112. 
211 “Dupont de Nemours, Effet des Assignats sur le Prix du Pain, 1790, in Daire, op. cit., 
p. 386. 
“Turgot, ““Deuxiéme Lettre 4 l'Abbé de Cicé,” in his Oeuvres, i, p. 146. See also 
211 La Formation et la Distribution des Richesses, 1766, op. cit., ii, p. 582. 
“See also Dupont, De l’Exportation et de I'Importation des Grains, 1764 (Collection 
of the des Economistes, Paris, 1911), pp. 15-16 n. 
JL ” Essai, Higgs ed., ch. 6. 
| goes _“ Exception must be made for Saint-Péravy, who in a notable passage discovered by 
heory. Viner, Studies, p. 187, does devote some discussion to tracing out the effects of an increase 


of money. He argues that the first effect will be to raise prices, but costs will lag behind. 
This will increase profits and give a spur to production. Consumers will be forced, how- 
ever, to undergo a “‘privation momantanée” (forced saving) until costs gradually rise to 
the new level of prices. Du Commerce, i, pp. 80-83. 
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E. The Velocity of Circulation of Money 


Toward the end of the seventeenth century, discussions of the velocity 
of circulation of money began to appear in the literature. Sir William P 
and John Locke were among the first to refer specifically to it.™ Its réle 
was generally misunderstood at first, being tied up with the prevailing 
notion that a definite amount of money was needed to carry on trade (some 
definite level of prices being assumed). In France, Boisguilbert seems to 
have been the first to refer to the velocity of circulation of money. He con- 
sidered it higher among the poorer than the wealthier classes.** Cantillon 
devoted an elaborate discussion to the matter, and was the first to recognize 
the influence of velocity on prices.** 

Holtrop, in his brief reference to the Physiocrats, contends that they did 
not concern themselves at all with the question of monetary circulation,» 
and he gives no indication that they discussed the velocity concept. This is 
not correct, for considerable discussion was devoted to these matters. 

The rdle of monetary circulation formed an integral part of Quesnay’s 
Tableaux Economiques,* and his ideas on the subject were echoed by other 
Physiocrats. Production was considered as taking place in an annual cycle, 
and money was looked upon as annually circulating between the three 
“classes” of the community. The flow would commence with the activities of 
the peasant class at the beginning of the crop season and pass successively 
through the hands of the other classes, returning at the end of a year to 
the point from which it started.°® There was thus an annual cycle, or cir- 
cular flow of money, by means of which the annual production of the 
country was exchanged among the different groups. At the beginning 
of the crop season the cycle would recommence.** 


* A. E. Monroe, of. cit., pp. 136-38; M. W. Holtrop, “Theories of the Velocity of 
Circulation of Money in Earlier Economic Literature,” Economic History, No. 4 (1929), 
p. 503. 


52 Holtrop, op. cit., page 512 


* Monroe, op. cit., p. 256; Holtrop, op. cit., p. 508. 
Ihid., p. 513. 


* The plural is used here because actually two different Economic Tableaus can be 
distinguished in the Physiocratic literature: the “Tableau Fondamental” and the “Tableau 
Abrégé.”’ For an elaboration of these the reader is referred to A. Voelcker, “Der Tableau 
Economique Quesnay’s und Seine Erklarung,” Schmollers Jahrbuch, iv (1931), pp. 841-54. 

* Baudeau gave some attention to what he called a “circulation incompleéte,” the case 
where part of the monetary flow only passes through the hands of two, instead of three, 
classes. Cf. “L’Explication du Tableau Economique,” 1776, in Daire, op. cit., pp. 856-64, 
especially p. 858. 

* On this idea see especially Quesnay, Analyse, pp. 305-17, Baudeau, op. cit., pp. 856- 
64, Saint-Péravy, op. cit., i, pp. 77-87, especially pp. 77-78; Le Trosne, De I’ Intérét Social, 
p. 924, and the references listed below in this note. The prime concern of the Physiocrats 
was that these annual monetary circulations should be unimpeded and their “natural” 
course undisturbed. This was one of the main reasons why they were antagonistic to 
hoarding (‘‘thesauration’’). In this respect their views were very similar to those of the 
bulk of the Mercantilist writers. (Viner, op. cit., pp. 45-49.) Quesmay considered it 4 
maxim of government policy “que la totalité des sommes du revenu rentre dans la ar- 
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than sufficient,®* and elsewhere argued that rarely did it exceed one-half 
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There is also specific recognition of the velocity concept. It was clearly 


locity pointed out that money, by changing hands several times, is equivalent 
Petty to a larger supply of money: 
Tole _. . l'argent, sans augmenter en masse, suffira 4 tous les echanges, /a celerité 
ling de son mouvement supplée a sa quantité®* . . . une plus grande rapidité dans la 
some circulation de ces espéces pécuniaires suppléent aisément a la dimunition de leur 
ns to quantité®* . . . la masse des richesses iaires . . . sont toujours €ffectives dans 
-con- un Etat par leur quantité ou par la celerité de leur circulation. (Italics mine.) 
illon It is unfortunate that the Physiocrats merely presented the concept with- 
om out elaborating upon it in the manner, for example, of Cantillon. In gen- 
; eral, they seemed to regard velocity as a means of supplementing any pos- 
y did sible “deficiency” of metallic money, and thus used the concept as a further 


criticism of the Mercantilist stress on ‘‘treasure.” The implication here was, 


his is of course, that some definite amount of means of payment was needed to 

circulate the annual production, and that the actual amount of metallic 
of ' money needed would vary with the velocity of circulation. This amount of 
other 


money was never made very clear, but was usually looked upon as bearing a 
‘ycle, more or less definite relationship to the annual revenue of the country.” 
three Saint-Péravy, for example, estimated that a rich country could easily get 


es of along with an amount equal to one-quarter of the annual revenue.** Quesnay 
ively stated that an amount equal to the annual revenue would normally be more 
ar to 
cir- 
th culation annuelle et la parcoure dans toute son étendue; qu’il ne se forme point de fortunes 
the pécuniaires. . . .” Maximes Générales du Gouvernement, 1758, p. 332. Mirabeau com- 
ning pared the circulation of money to that of the blood, and argued that “il faut que tout 
circule sans rélache; le moindre arrét feroit dépét.” Philosophie Rurale, i, p. 66 and p. 
117; and elsewhere he considered a complete and unimpeded circuit as “la premiére con- 
ity of dition pour que l'état de la société soit favorable.” Les Economiques, Amsterdam, 1771, 
929), iii, p. 294. Not only was it argued that hoarding was detrimental, but the same was 
applied to ‘unproductive’ expenditures of all sorts, the effect of which was to alter the 
quantity and “natural” course of the monetary flow. 
*Le Trosne, De I’'Intérét Social, p. 916; also Discussions, p. 203. 
® Saint-Péravy, op. cit., ii, p. 102. 
an be “ Quesnay, Grains, 1757, p. 238; cf. also Grains, p. 220, and Analyse, p. 315 n. for a 
ableau remarkably clear statement. See the brief reference to Quesnay in E. Kellenberger, Geldum- 
ableau lauf und Thesaurierung, Zurich, 1920, pp. 27-28, and Marget’s comments, “Zur Dog- 
41-54 mengeschichte des Begriffes einer ‘Umlaufsgeschwindigkeit der Guter,’" Zeitschrift fiir 
e case Nationalékonomie, iv (1933), p. 201 n. Cf. also Mercier, “Un seul écu qui change de main 
three, 100 fois, €quivaut A 100 écus et rend les mémes services.” Op. cit., p. 572. Mirabeau also 
6-64, contends that “on attribue 4 sa quantité ce qui ne provient que de sa rapidité.” Philosophie 
Rurale, i, p. 115, and refers to a case where “la circulation est ralentie.” Ibid., p. 115. 
, 856- Elsewhere he talks of “le plus ou le moins de rapidité de ce cercle complet,” Les Econo- 
jocial, miques, iii, p. 294, and longueur des circuits,” ibid., p. 43. 
ocrats In general, the Physiocratic concept of velocity would seem to correspond to what Hol- 
tural trop has called the “motion-theory” of the velocity of circulation concept. Op. cit., p. 508. 
tic to “This notion is an old one, being found in the writings of North, Petty, Barbon, Locke, 
of the Cantillon and Berkeley. Cf. Jacob Hollander, “The Development of the Theory of Money 
| it a from Adam Smith to David Ricardo,” Quart. Jour. Econ., xxv (1911), p. 438. 
a Op. cit., i, p. 80. 
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than sufficient,** and elsewhere argued that rarely did it exceed one-half Tu 
of this quantity.®* an 
One effective argument frequently used by English writers against Mer- | 
cantilism was that since paper money can serve as a substitute for metallic ab 
money, there was no need to lay stress on the necessity of an accumulation ” 
of the precious metals.°° There is abundant recognition of this same point 
in the Physiocratic literature.®* Closely allied with it is the notion that the at 
wealthier a country is, the less proportionately will be its need for the po 
precious metals, because the credit standing of individuals will generally be : 
better, and their promissory notes can circulate from hand to hand as 
money.®* Paper money was looked upon as performing a rdle analogous to el 
that of an increased velocity of circulation—namely, that of supplementing (1 
the stock of metallic money. The exact amount of money “‘needed”’ by a 
country would therefore be dependent upon the state of the velocity of T 
circulation, and upon the quantity of paper money in circulation. i 
F. The Price-S pecie Flow Mechanism 
Very little systematic discussion has been devoted to the doctrine of the 5 
self-regulating mechanism of the international distribution of specie as le 
found in the Physiocratic literature. Angell devotes a few paragraphs to ‘ 
the matter and concludes that 
. .. it is apparent that while Hume’s practical policies in international exchange f 
had exerted a considerable influence upon Physiocratic doctrine, his theories c 
themselves had wholly failed to take root . . . the price-specie mechanism (was) ; 
presented . . . to some extent by the Physiocrats . . . it is presented and then 
simply neglected.** 
He argues that it was not the Physiocrats, but rather their contemporary, | 
Isaac de Bacalan, who during this period presented the best discussion of ; 
the Hume doctrine, a discussion which 


presents the only explicit statement in the French literature until less than a 
hundred years ago of the equilibrium tendency inherent in the working of the 
price-gold flow mechanism.*® 


In this section it will be shown that the Physiocrats had more to say about 
the doctrine than Angell assumes, that the statements of Le Trosne and 


* Analyse, p. 325. 

“ Maximes Générales, note to Maxim 13. 

* Viner, op. cit., ch. 2, passim. Cf. also Adam Smith, The Wealth of Nations, 1776, 
Cannan ed., London 1904, i, p. 403. 

“Le Trosne, De /’Intérét Social, p. 916; Saint-Péravy, op. cit., i, p. 80; Quesnay, Sur 
les Travaux des Artisans, 1766, p. 543. 

* Quesnay, Analyse, p. 325; Le Trosne, Discussions, p. 203; Mirabeau, Philosophie 


Rurale, iii, p. 280. This general idea seems to have been first stated by Davenant. Cf. W 
Roscher, Principles of Political Economy, Lalor translation, Chicago, 1878, i, p. 373. 
* Op. cit., pp. 223-26 
[bid., p. 225. 
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half Turgot are in every respect as satisfactory as that of de Bacalan, and that 
an equilibrium tendency is clearly stated in the writings of these latter men. 

The best statement of the price-specie flow mechanism that I have been 
illic able to find in the Physiocratic literature, and one that seems to have been 
overlooked entirely, is that of Le Trosne: 


tion 
pint Quel avantage trouverait donc une nation 4 amasser ainsi beaucoup d’argent, et 
the jen recevoir beaucoup plus qu’elle n’en donnerait? . . . Les nations voisines ne 
the pourraient plus consommer ses productions, parce que I’argent devenu rare chez 
elles aurait augmenté de valeur par rapport aux productions, comme il a baissé 
be chez cette nation 4 raison de son abondance. Loin donc de pouvoir lui acheter en 
as argent, elles reviendraient lui vendre leurs productions, et ferait ainsi refluer chez 
5 to elles ce méme argent qui leur a été enlevé, jusqu’a ce que le niveau fut rétabli."° 
ing (Italics mine.) 
= This clear-cut statement has all the essentials of the Hume doctrine. 
of There is the recognition that a specie flow to one country from neighboring 
countries causes a rise of prices in the former and a fall of prices in the 
latter (this opposite movement of prices was not explicitly recognized by 
de Bacalan™), leading to such a shift in trade balances as to cause the 
the specie to flow out again until an equilibrium level is reéstablished. This 
. level is presumably understood to be that at which the imports and exports 
0 


of each country balance. 

Turgot, in a long passage,"* carefully describes how the precious metals 
nge from the mines of one country are distributed throughout all the trading 
nations of the world. The first effect of the introduction of the new supply 
will be to raise prices above the level prevailing elsewhere, with the result 
that the surplus will be drained off, by means of unfavorable trade balances, 
to those countries with which it trades. Prices will rise similarly in these 
ty, countries, and specie flows will continue from nation to nation until, on the 

cessation of the output of the mines, an international equilibrium will be 
established. At this point, the total exports and imports of each nation will 
na be equalized. 


the Mercier de la Riviére discusses the self-regulating mechanism briefly, but 

in a less effective manner than Le Trosne and Turgot. An inflow of the 
ut metals, he argues, will cause prices to rise, leading to an adverse trade 
nd balance and a specie outflow, which he figuratively compares to a river 

overflowing its banks.** No mention is made of any resulting equilibrium 
3 adjustment. Baudeau gives an exceptionally good statement, and comes 
Ser "De I'Intérét Social, pp. 919-20; see also p. 916. Viner, in criticism of the above 


passage of Angell, has also shown that the notion of an equilibrium tendency was clearly 
. stated by Sismondi in 1803. See his article, “Angell’s “Theory of International Prices’,” 
~ Jour. Pol. Econ., xxxiv (1926), p. 601. 

" Cf. Angell, op. cit., p. 224. 

~ Sur le Mémoire de Saint-Péravy,” 1767, in Oeuvres, ii, pp. 652-54. 

* Op. cit., p. 576; also see p. 583. 
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very close to a complete account of the mechanism."* Saint-Péravy does not 
carry the argument very far. He recognizes that a specie inflow will raise 
prices and cause exports to fall off, but failing to refer to the counter-flow 
of specie, he concludes that the result will be an accumulation of unsold 
surpluses of goods."® Mirabeau, in his earlier work, states that an attempt 
to accumulate the precious metals will be unsuccessful, for the specie will 
flow out to other nations, as if through ‘‘un sac percé.’’** No explanation is 
given, however. 

From the above references it should be clear that most of the Physiocrats 
had some recognition of the self-adjusting mechanism. Only Le Trosne and 
Turgot carried it to its logical conclusion; the others were content to state 
but one-half of the mechanism. More often the argument was presented 
merely in the form that each country would, under an international metallic 
standard, get its ‘‘necessary’’ supply of the precious metals, no explanation 
being specified. One cannot always be certain, however, whether or not 
by the term ‘‘necessary” amount, the Physiocrats had in mind at all times 
that amount needed to maintain an international equilibrium of price 
levels. In one interesting passage describing the international distribution 
of specie, Mercier contends that the quantity each country will “get” will 
be proportional to the volume and price of its commodities."7 Abstracting 
for the moment from velocity, this is an unobjectionable statement, and is 
especially true in the case of a small country. Here the price level is first 
determined for it by international conditions, and such an amount of specie 
will flow in as is necessary to maintain that equilibrium level. That is, T 
and P are determined firstly, and M secondly, V assumed to be given." 
Although they did not explicitly state it, the Physiocrats, given their general 
recognition of the rdle of velocity, would no doubt have granted that an 
increase in velocity would correspondingly diminish the amount of specie 
inflow necessary for the maintenance of equilibrium." 


G. The “Balance of Trade” and the Foreign Exchanges 


In their frequent discussions of the balance of trade, the Physiocrats, 
with a few exceptions, never seem to have recognized the existence of any 
“invisible” items.°° According to them, the “balance” meant merely the 


™ Principes de la Sci Morale et Politique, pp. 16-19. Note the phrase, “Voila donc 
votre balance retournée,’ ‘19 


® Op. cit., ii, pp. 101-2 

" L’ Ami des Hommes, quoted in Brocard, op. cit., p. 154. 

* Op. cit., p. 585. Cf. also Quesnay, Questions Intéressantes, p. 288. 

® Cf. for a discussion of these matters, Viner, op. cit., pp. 365-77. 

™ I have been unable to find any reference to the rdle of changes in demand in one or 
both of the countries as an equilibrating factor in the mechanism of adjustment, such as 
was presented, for example, by de Bacalan about this time. 


* For discussions in England of invisible items in the balance before Adam Smith, see 
Viner, op. cit., pp. 13-15. 
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Not difference between commodity exports and imports. Nowhere is a distinc- 
raise tion drawn between the balance of trade and the balance of indebtedness. 
flow The only clear-cut statement of the different constituent items in the balance 
sold which I have been able to find in the Physiocratic literature is that of 
-Mpt Dupont de Nemours. He cautions against drawing inferences from the 
will state of the foreign exchanges as to the relative flow of commodity exports 
N is and imports because 

toute autre maniére . . . de faire passer des fonds d’un pays dans un autre, les 
rats emprunts publics ou privés, les remboursemens, les rentes, les subsides, les opera- 
and tions sur les monnoies, les avances mémes de marchandises faites par spéculation 
state d'une nation 4 l’autre . . . influent sur le cours de change. 
nted Other isolated references to invisible items are made. Mirabeau dis- 
alc cusses the question of inter-government lending,** and in another passage 
tion refers to short-term borrowing between nations and the possibility of a 
not sudden repatriation of the funds.** Quesnay recognizes rent payments,** 


and Mercier mentions the outflow of money resulting from the movement 
of businessmen from one country to another.** Frequent reference is made 
to freight charges levied by one nation on another for shipping services,** 


will and to payments to foreign middlemen engaging in international trade. 
Hing With the exception of Dupont, however, none of these writers seemed to 
: " recognize the possible influence of these invisible items in offsetting or re- 
rst 


inforcing the balance of trade and consequently in affecting exchange rates 
and specie flows. 
Very few references can be found in the Physiocratic literature to the 


n. foreign exchanges. This is somewhat surprising in view of the fact that 
eral there had already been considerable discussion on the subject both in 
i England** and in France.** I have been able to find systematic discussions 
ecie only in the writings of Dupont*® and Saint-Péravy.*° Both recognized clearly 
the general rdle, under an international metallic standard, of exchange fluc- 
tuations, gold movements and the gold points. Both defined the par of 
exchange in the conventional way, and explained that deviations from equi- 
ats, librium depended upon the state of the balance of trade. The position of the 
any “Lettre 4 la Chambre de Commerce de Normandie, Paris, 1788, p. 120. This little- 
the known work is an excellent study of the course of the balance of trade and the foreign 
exchange rates between England and France. For a similar list of items in the balance, see 
Jonc Cantillon, op. cit., p. 263. 
“L’Ami des Hommes, quoted in Brocard, op. cit., pp. 375-77. 
“ L’Ami des Hommes, Avignon, 1758-60, part ii, p. 217. 
“ Répétition de la Question au Sujet de Bénéfice . . ., 1766, p. 417. 
“ Op. cit., p. 580. Also Quesnay, Maximes, p. 333. 
“E.g., Le Trosne, De la Concurrence des Etrangers dans la Navigation, in his Recueil, 
e Of pp. 95-195. 
h as “ Cf. Eli Heckscher, Mercantilism, London, 1935, ii, pp. 243-51. 
™ Notably by Law, Daguesseau, Forbonnais and Cantillon, See the references in note 21. 
see " Op. cit., pp. 110 et seq. 


” Op. cit., ii, pp. 111-118, 
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gold points was correctly stated as depending upon the cost (including in. 
surance) of transporting specie from one country to another.** Dupont 
offers some interesting suggestions as to the different effects resulting from 
the settlement of debts in the currency of the debtor, and of the creditor, 
country. Neither he nor Saint-Péravy, however, seem to have recognized 
the fact, earlier stressed by Hume, that exchange fluctuations within the 
gold points play a rdle in the mechanism of adjustment, by stimulating or 
deterring commodity flows. Both men gave excellent discussions of arbi- 
trage and speculation in the exchanges. In general, however, they added 
little, if anything, to what had already been developed before them on 
foreign-exchange theory. 


H. The Physiocratic Concept of Wealth 


It has been shown above that the Physiocrats employed a variety of 
verbal weapons in their attack on Mercantilism. Not only did they argue 
that money was vot wealth, but they contended that its accumulation was 
undesirable, unnecessary and even impossible. Their own concept of wealth 
was, however, of a peculiar sort. They believed that not only must there 
be an abundance of consumable goods, but these must sell at a high price. 
The greatest wealth and prosperity consisted in the greatest amount of 
exchange values. Quesnay expresses this point of view concisely: 


Plus le blé, le vin, les laines, les bestiaux sont chers et abondants, plus il y a 
des richesses dans |’Etat. La non-valeur avec abondance n'est point richesse; la 
cherté avec pénurie est misére; l abondance avec cherté est opulence.* 


To many observers this appears at once as a contradiction in terms. 
Sauvaire-Jourdan,®* and following him, Permézel,** both argue that this 
could be possible only if the quantity of money were equally abundant, 
which is, at bottom, a Mercantilist notion. 

By “‘cherté,”” however, the Physiocrats did not have in mind a price that 
was necessarily excessive. They were referring to a “bon prix,” a world 
price as established under a free trade régime, and which it was believed 
would be remunerative to the producer. This was explicitly stated by 
Quesnay and Mercier: 

. nous n’entendons pas ici, par le mot de cherté, un prix qui puisse jamais 
étre excessif, mais seulement un prix commun entre nous et l’étranger.*® 

Le bon prix est tout l’opposé de la cherté.* 

“ Recognition of the specie points dates back to Gresham (1558), Petty (1662) and 
Clement (1695). Viner, op. cit., p. 78. : 

" Grains, p. 246. Cf. also his Hommes, published by Bauer in Revue d'Histoire de: 
Doctrines Economiques et Sociales, i (1908), p. 25. 

* Op. cit., p. 24. 

* Ob. cit., p. 79. 

* Quesnay, Grains, p. 248. 

“ Mercier, op. cit., p. 570. 
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This being so, the so-called paradox of “‘cherté” and “abondance’’ dis- 
appears. For if all that is meant by “‘cherté” is an international price, the 
assumption of an abundant quantity of money is not necessary.” 


III. The Free-Trade Views of the Physiocrats 


A. Introduction 


Although the Physiocrats are commonly referred to as the “first school 
of free traders,” most of their ideas on the subject were anticipated by earlier 
writers. The period preceding the Physiocratic movement witnessed the 
oradual diffusion of more liberal notions on the subject of foreign trade, 
and many of the elements of the free-trade doctrine .as subsequently de- 
veloped were prevalent in the literature.** 

An understanding of the Physiocratic views on the subject necessitates 
first an examination of their attitude toward foreign trade in general. In 
reaction to the Mercantilist stress on foreign trade, the Physiocrats were led 
to belittle its importance and to view it with disdain. Both Quesnay® and 
Mercier’ considered it a “‘pis-aller,” resulting from the fact that the 
domestic market was not sufficiently large to absorb the annual output 
of certain goods, which had consequently to be shipped abroad. Foreign 
trade was considered as “‘sterile’’; such “gains” as were made were appro- 
priated by middlemen and constituted a deduction from the country’s rev- 
enue.”: There is even the hint that foreign trade is destined ultimately to 
disappear altogether.*°? The Physiocrats argued, moreover, that a large 
volume of trade might be an indication, not of prosperity, but of impov- 
erishment. It might either represent a narrow domestic market, resulting in 
large exports, a scarcity of domestic wealth necessitating large imports, or 
regional shortages due, for example, to crop failures.*°* 

In addition to the “‘sterility” argument, the Physiocrats laid considerable 
stress on distance, and the resulting transport charges as one of the main 
factors making for the inconvenience of foreign trade. They argued that 
since the burden of transport charges became greater as trade increased, it 
was to a nation’s advantage to reduce its foreign commerce as much as 


" Cf. for this same point, A. Dubois, “Quesnay Anti-Mercantiliste et Libre-Echangiste,” 
Rev. d’Econ. Pol., xviii (1904), pp. 228-29. 

“For the best discussion of this whole period, see Oncken, Geschichte der Nationalo- 
ekonomie, pp. 247-313. For shorter accounts see Sauvaire-Jourdan, op. cit., pp. 12-17; 
Permézel, op. cit., pp. 15-35; Bickel, op. cit., pp. 12-29 and 52-78; Pallard, op. cit., pp. 
15-36; Dubois, Précis, book iii, chapter 7. 

“Du Commerce, p. 484, Quesnay also considered foreign trade as “dispendieux . . . 
onéreux ... bon a éviter,” #bid., p. 449. 

Op. cit., p. 547. Le Trosne considered it an “inconvenient necéssaire,” op. cit., p. 968. 
™ Quesnay, Analyse, p. 321. 

™ Mercier, op. cit., p. 605. 

™ Le Trosne, op. cit., pp. 965-68; also Baudeau, Introduction a la Philosophie Econo- 
mique, 1771, in Daire, op. cit., p. 738. 


Foreign-Trade Doctrines of the Physiocrats 733 


ber 
in- 
Dont 

fom 

ized 

he 
or 
arbi- 
ded 
on 
y of 

gue 

was 
~alth 
here 
rice. 
t of 
| 
St la 
rms. 

this 
lant, 

that 
orld 

by 

ais 

and 
de 
1938] 


732 Arthur I. Bloomfield [ December 


possible.*°** This argument reveals their relative lack of understanding of 
the real gains of trade. 


B. Elements of Free-Trade Doctrine 


Despite their general disdainful attitude toward foreign trade, the 
Physiocrats laid much stress on the necessity of free trade. On closer ex. 
amination, however, it is not surprising to find the nature of their free trade 
views somewhat different from that of the modern doctrine. 

In keeping with their general philosophical position, the Physiocrats sup: 
ported free trade on the ground of the natural order, as being in harmony 
with justice and constituting an inalienable right of mankind. Several also 
made use of the old argument that differences in natural conditions and vari- 
ations in harvests in different countries are indications of a divine will that 
nations trade freely with each other.*°* Others contended that the prosperity 
of one nation is dependent upon the prosperity of all others, and that due 
to this international economic solidarity, it is a short-sighted policy to tr 
to gain in trade at the expense of a neighboring state.’°* On this point, how- 
ever, Turgot differed somewhat from other members of the school.” 

References are also made to the international division of labor, but this 
was never made an integral part of the Physiocratic free-trade doctrine. 
Each country was considered as endowed with “produits privilegiées’ 
which, because of natural conditions or national aptitudes, it could produce 
more ‘‘cheaply’’*°* than other countries. The implication here was that it 
would be to the advantage of each country to specialize in the production 
of these commodities, and to exchange them for goods which could not be 
so advantageously produced at home. It was also implied that under free 
trade this state of affairs would be achieved.’ Dupont criticized the English 

™ Le Trosne, op. cit., p. 968; Mercier, op. cit., pp. 547-48; Quesnay, Répétition de la 
Question, p. 419 n. This stress on transport charges is in contrast to the approach of 
modern international trade theorists, who tend to abstract from them in their reasoning. 
Exception must be made here, however for Sidgwick, The Principles of Poltical Economy, 
London, 1901, pp. 209-23, and Knut Wicksell, “International Freights and Prices,” Quart. 
Jour. Econ., xxxii, (1918) 

% E.g. Saint-Péravy, op. cit., i, p. 4. 

* Quesnay, Grains, p. 239; Mirabeau, Philosophie Rurale, iii, p. 151. For a promi- 
nent statement of this argument, see Hume “Essay on the Jealousy of Trade,” in Essay: 
Moral, Literary and Political, 1875 ed., i, p. 345. 

*" He supported free trade, not on the grounds of the natural order and internatonal 
economic solidarity, but on the assumption that every man knew his interests better than 
anyone else, and if left alone, would best serve his own interests and those of society, 
T. Lafont, Les Idées Economiques de Turgot, Bordeaux, 1912, p. 80, p. 180. A similar 
notion can be found in Mirabeau, cf. Savatier, op. cit., p. 160. Quesnay also had some 
recognition of the “economic man.” 

% Presumably in terms of ‘‘real costs,” although this is not explicitly stated. 

*” The Physiocrats’ case for free trade, as well as that of Adam Smith, did not advance 
beyond this point. Cf. Jacob Viner, ‘The Doctrine of Comparative Costs,” W eltwirtschatt 
liches Archiv, xxxvi (1932, ii), p. 359. There seems to have been no recognition at 2! 
in the Physiocratic literature of comparative advantage. 
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for putting duties on the import of hats, and stated that it would have been 
better for them to buy their hats abroad where they could be had more 
cheap ly, and to divert their resources to the production of other commodi- 
ties"? Quesnay argued that 


ig of 


La France . . . ne doit pas pretendre 4 un commerce général, elle doit en 
sacrifier quelques branches, les moins importantes, a l'avantage des autres parties 
qui lui sont plus profitables. . _ 11 


trade 
These ideas were, however, exceptions to the general rule, and found 


sup- but scant recognition in the literature. The Physiocratic disdain for foreign 
nony trade precluded them from presenting a comprehensive case for free trade 
also on the basis of international specialization. In general, foreign trade was 
vati- considered as a last resort which should be avoided as far as possible.**? Free 
that trade was recognized as indispensable, however, in the case of those goods 
erity which could not possibly be produced at home, or only at a prohibitive 
t due cost."8 It was repeated time and again that a large foreign trade was 
O try neither essential nor desirable. Because of this, it is not surprising that so 
how- ' little discussion was devoted to the advantages of international specializa- 
tion.'™ 
this 
rine. C. The Free Exportation of Grain 
- The real nature of the “free trade’ views of the Physiocrats is made 
, rq clearer on turning to a brief examination of their views on the grain trade. 
. . The grain problem had long been an important one in the French economy, 
<a and had engaged the special attention of successive governments and writers 
Y ; of the day. The chief controversial issue at stake was the question of the 
7 free exportation of grain, which up to 1764 had generally not been per- 
_ nitted."'° The Physiocrats opposed the ban strenuously, and wrote innu- 
le | 1 . . . 
“Quoted in G. Schelle, Dupont de Nemours et l’Ecole Physiocratique, Paris, 1888, 
sning p. 36. Turgot comes close to the proposition recently stressed by Ohlin to the effect that 
cise the :iain factor determining international specialization is the difference as between coun- 
Quan, tries in the relative abundance and hence in the relative prices of the different productive 
tactors. Cf. ‘La Marque des Fers,” 1773, in his Oeuvres, pp. 624-25. 
™ Grains, pp. 240-41. 
oni *Mirabeau, for example, believed that imports should only be allowed after all the 
ae possibilities of local sources of supply had been exhausted. Cf. Brocard, of. cit., p. 185. 
™ Mercier, op. cit., p. 547. 
stead = It might be in order, at this point, to mention that the Physiocrats, despite their 
» then ‘enial of any “gain’’ in trade, believed that it was to a country’s advantage to sell its 
ociety “xports at a high price, and to buy its imports at a low price. This was, of course, recognition 
imilar it the ‘commodity terms of trade’’ concept. It was elaborated upon in arithmetical examples 
some by eens , Maximes, pp. 335, 353; Dupont, De l’Exportation, p. 42, and Mirabeau, 
wg ' Rurale, i, p. 229, and ibid., iii, p. 250. This idea was an old one. Cf. Viner, 
dD. 555. 
vance “The best account of the historical background is to be found in G. Afanassiev, Le 
sehel Commerce des Céreales en France au Dix-Huitiéme Siécle, Paris, 1894. The chief reason 
oa for the ban on the exportation of grain was to assure cheap bread, both for the purpose 


of keeping wages low, and for warding off internal disorder. 
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merable tracts to prove the advantages of a free exportation policy, whic 
they argued was necessary to prevent a depression of grain prices in France 
resulting from good harvests. If the unwelcome surplus could be drained 
off, domestic prices would be sustained. Under such a regime a “bon prix’ 
would be established, this being a uniform and competitive price as deter. 
mined in world markets, any price differences being eliminated by the move. 
ment of grain from low-price to high-price areas. It was believed that not 
only would this price be a uniform one, but also relatively constant from 
year to year, and sufficiently remunerative to producers to enable them to 
continue operations. By thus acquiring “un prix constamment avanti- 
geux’’® and “une valeur soutenue, constante et uniforme,”" producers 
would extend operations, hire more men and increase the “produit net” 
and the general prosperity of the nation. But as long as prices were low, 
production would slow down and the national income diminish. A cardinal 
tenet in the Physiocratic doctrine was thus the belief that freedom of ex. 
portation would lead to higher prices for the domestic producer; and higher 
prices, as seen above, were associated with greater national prosperity. 

Although the logic of this argument equally involves the free importa. 
tion of grain, the Physiocrats generally neglected this aspect of the problem, 
especially before 1768."'S 


IV. Conclusion 


This brief survey should serve to make it clear that the “free trade” doc- 
trines of the Physiocrats were of a very narrow sort. Despite their frequent 
affirmations of the necessity of complete freedom of trade,™*® the Physio- 
crats were primarily interested in achieving the free exportation of grain, 
and the bulk of their foreign-trade theorizing was oriented about this objec 
tive. Relatively little attention was devoted to the importation side of the 
problem, or to the question of foreign trade in manufactured goods. Many 
have contended that their arguments have much in common with those of 


™* Dupont, op. cit., p. 45. 

™T Le Trosne, La Liberté du Commerce des Grains, Toujours Utile et Jamais Nuisible, 
Paris, 1765, p. 38. While it is true that the price of an international commodity will tend 
to be the same in all countries, it is, of course, false to infer that such a price will be 
necessarily either constant or remunerative. 

™ Weulersse, op. cit., ii, p. 475. In ridiculing the prevalent fear that free exporta- 
tation would expose France to the dangers of famine, they did admit, however, that free 
importation could be permitted in case of shortage. In the case of manufactured goods, 
it was said that free importation could be permitted here in order that, in turn, France 
would be able to dispose of her agricultural products abroad. 

™® Cf., for example, Quesnay’s famous maxim: “Qu’on maintienne I’entiére liberté du 
commerce; car la police du commerce intérieur et extérieur la plus sure, la plus exacte, I 
plus profitable 4 la nation et A |'Etat, consiste dans la pleine liberté de la concurrence. 
Maximes, p. 336. Similarly, Turgot: “. . . la verité est que toutes les branches de com 
merce doivent étre libres, également libres, entiérement libres..." La Marque des Fer 
in Oeuvres, p. 621. 
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which modern agrarian protectionists,'*° although this is generally denied. Their 
*rance prime interest was, above all, to free internal trade from the many restric- 
rained tions imposed upon it, because they believed that if this were achieved, and 
Prix’ other methods taken to stimulate consumption,’** the domestic market 
deter. would normally be sufficiently broad to absorb the total annual output. As 
move- an interim measure, free exportation of grain was supported as a means of 
at not disposing of burdensome surpluses and of maintaining the domestic price. 
from They did not want to further foreign trade, but rather to see it shrink as 
eM to far as possible from “natural” causes. They even looked forward to the time 
vanta- when foreign trade would disappear altogether. Such ‘‘free trade’’ views as 
ducers they had were merely part of a wider program for the furtherance of the 
- net” interests of the agricultural classes, which were identified with those of the 
low, nation as a whole. 

rdinal In conclusion, it may be stated that the Physiocrats were not innovators 
of ex- in the field of international trade and monetary theory. Their chief accom- 
ighet plishment here—if one may attribute any to them—was their criticism of 
. the balance-of-trade doctrine. But even in this respect they added little to 
porta: what had already been developed before them, most of their ideas being 
blem, culled from the body of anti-Mercantilist doctrine prevalent at the time. 
They lacked the scientific precision of Hume, and the ability to integrate 
their scattered notions on the subject of foreign trade’** into a comprehen- 
sive whole. Nevertheless, they did much to popularize the ideal of freer 
_ trade relations, as well as the shortcomings of the balance-of-trade doctrine, 
and must be considered, therefore, as having contributed to the doctrinal 


t 
wn defeat of Mercantilism. Their general disdainful attitude toward foreign 
orain trade, however, and their distorted conception of the real gains derivable 
bier: from it, make such “‘free trade’”’ views as they had of a peculiarly narrow 


£ the sort. For these reasons, the contributions of the Physiocrats to international 
Many trade theory must be considered as meager and unsatisfactory.’ 


se of ARTHUR I. BLOOMFIELD 


Chicago, Illinois 


“a ™ Cf. H. Truchy, “Le Libéralisme Economique dans les Oeuvres de Quesnay,” Revue 
usstble, d'Economie Politique, 1899, p. 926. 

I tenc ™ Le., by restricting hoarding and “unproductive” expenditures. See note 57 supra. 
vill be ™ Due to lack of space, I am unable to discuss certain minor aspects of the Physiocrats’ 


foreign-trade doctrines, such as the incidence of import and export duties, the distinction 
cporta- drawn between “legitimate” commerce and “trafficking,” government policy in relation to 
at free shipping, trade regulation, etc. 
goods, ™ Professor N. J. Ware, in an interesting article, has contended that the Physiocratic 


France doctrine was merely a rationalization of the special interests of the new class of commoner 
landowners which emerged from the French bureaucracy during the reign of Louis XIV. 
rté du These new landowners, unlike those they succeeded, were interested in making agriculture 
cte, la 4 remunerative occupation, and this necessitated the abolition of the many restrictions upon 
ence. it. This explains the “propagandistic” nature of the Physiocratic writings, and the stress 
> COM- laid upon the sole productivity of agriculture, the “impét unique” and the freedom of ex- 


j Feri, portation of grain. ‘The Physiocrats: A Study in Economic Rationalization,” Am. Econ. 
1931. 


COMMUNICATIONS 


Note On “Taxes and the Consumer” 


In a communication appearing in the June issue of this REVIEW, J. A. Leavit, 
showed that a tax imposed upon housewives and children of salary or wage. 
earners can be shifted forward. He then stated, “Likewise, any tax shifted to 
non-productive consumers will tend to be shifted forward.” The purpose of 
the present note is to show that this latter conclusion is not valid Fr a large 
and important group of non-productive consumers—namely those entirely de. 
pendent upon annuities, pensions and relief. 

The context may be briefly reviewed. Professor Wehrwein, in an article entitled 
“Taxes and the Consumer’’ appearing in the March issue of this REVIEW, showed 
that a salary or wage-earner can shift a tax forward when he sells his labor. 
power to his employer. This shifting of taxes ‘‘may be more difficult for a wage 
or salary-earning consumer . . . than for a commercial or manufacturing bus. 
ness, but it is useless to claim or imply that no tax shifting has or can be done 
by the salary or wage-earners.” He then concluded by pointing out that there 
are many consumers, such as housewives and children, who “do not earn the 
money which they need for personal purposes” and “‘cannot shift forward taxes 
passed to or levied directly upon them because they do not sell anything of 
any kind.” Mr. Leavitt questioned this last statement and said, in part: 

“If all the housewives were taxed, say one-hundred dollars a year, it would 
be necessary for them to demand and to get larger allowances from their hus- 
bands, and this would encourage wage-earners to demand higher wages the same 
as if the tax were levied directly on them. This argument can be applied equally 
well to children or to any dependent of a wage-earner. Likewise, any tax shifted 
to non-productive consumers will tend to be shifted forward.” (Italics mine.) 

Those non-productive consumers who are entirely dependent upon annuities 
pensions and relief cannot shift a tax forward because they do not sell any- 
thing of any kind and cannot effectively (except as noted below) exert pressure 
for larger allowances. Their position is quite different from that of the house- 
wife or child burdened with a tax. No amount of pressure, occasioned by a 
tax or anything else, can increase the payments received under an annuity 
purchased at some time in the past. The same is true of industrial pensions. 
High taxes may prompt a firm to increase the pension payments it promises work- 
ers still in its employ but existing pensions would not very likely be touched. 
In the case of recipients of government pensions and (full) relief the problem 
is a little more complicated. No recognized commodity, not even labor-power, 
is being sold, hence forward shifting in the ordinary sense is impossible. All 
that these people legitimately have “for sale” is their one-vote-every-so-often. 
If they “sell” their vote to the party or candidate offering to “pay” the most 
in the form of pensions or relief there is the possibility of a forward shifting of 
a sort. Relief strikes and riots tend to have similar results. But at best these 
are minor and uncertain influences. The party or candidate, if elected, may ot 
may not keep his promises; and a hunger strike on the part of relief recipients 
does not result in any immediate financial loss (except to themselves) such as 
that experienced by an employer faced with a strike of his workmen as the 
result of a tax. 


* Alternatively, the real value of annuities, pensions and relief allowances could be raised 
by successful political agitation in favor of deflation. 
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Thus it appears that there are certain groups of people to whom can be ap- 
plied the term “final consumers” as used by Professor Wehrwein to mean con- 
sumers who cannot shift forward taxes passed to or levied directly upon them. 
Professor Wehrwein’s conclusion was valid even though his example was not; 
and Mr. Leavitt's example was valid but his conclusion was not. 


Leavitt 
H. M. SOMERS 


Wage. 
ted to Berkeley, California 

of 

lange Teaching Economics 


ly de. 

a Concerning the teaching of economics, this communication is prompted by 
Atitled some misgivings relative to the reply of Mr. Beach to Professor Tuttle. 

1owed Surely no one would object if the student mastered different systems of eco- 
labor. nomic thought; and, as I understand it, Professor Tuttle did not object to such 
“Wage mastery by the student, nor did he seem to discourage independent thought on 
- busi the part of the student. But he did contend for mastery by the student of at least 
- done | one system of economic thinking as an absolute minimum preparation for further 
- there study in economics, and certainly necessary for the higher criticism. The great 
mn the evil today is that the students fail in the elementary course to master those 
- taxes elementary principles of economics which, however inadequate they may be, 
ng of are nevertheless indispensable means of making further progress in economic 
understanding. If this much is accomplished in the elementary course, it is all 
would that should be expected; and, I am convinced, it is much more than is generally 
t hus. achieved. I grant that such procedure in the elementary course if it is accompanied 
> same by a dogmatic attitude on the part of the teacher might, as Mr. Beach con- 
ually tends, produce a bias in the minds of the students; but surely no one advocates 
bite the assumption of any such dogmatism. Nor will a competent student form such 
nine.) biases; and incompetent students constitute a wholly different problem apart 
ities, from course content and teaching procedure. Let the teachers in the elementary 
1 any. course devote themselves to the problem of helping the student to a mastery 
essure of at least one system of economic analysis and the recognition of other and 
house. perhaps equally valid contending systems, leaving the analysis of other systems 
| by a and the higher criticism for the advanced courses, and I feel that progress will 
nnuity have been made in the teaching of economics. 

sions. JOHN G. ELDRIDGE 
work- University of Florida 

ached. 


oblem Note on “Economic Significance of the Undistributed 


Al Profits Tax” 


often. In the June, 1938, issue of the AMERICAN EcoNomic Review, Professor 

- most James G. Smith, in his article on the “Economic Significance of the Undistributed 

ing of Profits Tax,” has attempted to show economic justification for the undistributed 
these profits tax by what seems to me a superficial excursion into the field of corporation 

lay Of hinance, 

ipients Professor Smith contends: 

ach as “If ——— use undistributed profits to invest in a portfolio of securities so 

as the that dividends to common stock may be stabilized, the results in effect are the 

setting up of investment trusts operating in a manner just the opposite from that 

which would be considered sound investment policy. The corporation would then 


” be appropriating the stockholders’ earnings during prosperous times and in- 


738 Communications [ December 


vesting them in securities at high prices and selling them subsequently, in order 
to continue to pay dividends, during times when security prices were low.” 

While he mentions ‘‘sound investment policy’’ Professor Smith ignores a funda. 
mental distinction between investment and non-investment or speculative securi- 
ties. If the funds from undistributed earnings were committed to secondary te. 
serves in the true sense, /.e., to prime investment securities, at worst the shrink. 
age in value from prosperous to depressive periods would be at a minimum, 
To eliminate any asset shrinkage in such periods would be unthinkable in the 
modern order. But high-grade securities do not sell in prosperity at the distorted 
high prices characteristic of speculative securities and operating assets, when the 
major demand is for proprietary securities and operating capital; neither do 
they sell in depression at the distorted low prices of speculative securities and 
operating assets, when the major demand is for highly protected obligations. Price 
movements in the market support and invite sound stabilization reserve policy, 
as they create opportunity for investment in protected issues at comparatively 
low prices, when excess profits provide investment funds, and for their sale 
at comparatively high prices, when much heavier shrinkage would attend other 
asset values. If funds from stabilization reserves are committed with special 
reference to their liquidity, over-expansion of 4 Bape assets can be minimized 
and the effects of unavoidable business risk can be mitigated. 

It is my feeling that Professor Smith errs in his argument to the end that the 
expertness of corporate management is coterminous with the production of goods 
and that the test of justifiable expansion rests with the open market for cor- 
porate capital. According to Professor Smith, “. . . the officers of a business 
corporation are mperree nn? experts in the business in which they are engaged 
(producing goods) and they are likely to be inexpert in the art of security 
investment” (p. 308). 

Again Professor Smith contends: 

‘The officers of a corporation are undoubtedly the best judges as to the technical 
matters involved in problems of expansion of their particular industry, but they 
and their sales departments are likely to be over-optimistic in good times as to 
the future earning possibilities. In any case, the question of future prospects 
should be subjected to the test of the free capital market to be compared with 
the prospects of the other lines of production competing for the uses of capital. 
To the extent that there is, under capitalism, any “economic planning” toward 
the attainment of balance in the economic system, it is through this operation 
of the free capital market. The judgment of the corporation must be supported, 
accordingly, by the judgment of the market before expansion should be under- 
taken” (p. 309). 

Two major fallacies inhere in this line of argument. First, modern corporate 
administration does not presume expertness in production management only, 
but presumes it also in financial management. Although specialization has been 
carried far in the present economic system, it has not divorced corporate financing 
from the field of corporate management, leaving the administration of produc- 
tion isolated in itself; rather the complexities of modern corporateness have 
woven the financial problem inextricably into the field of business management. 
Second, “ the free capital market” (supra) is not a valid test of justifiable financ- 
ing or expansion. The strong marketability of stocks in 1928-1929 was hardly a 
rational criterion for corporate expansion; and the market conditions of 1933- 
1934 were not an acceptable barometer of justifiable financing. Similarly, unusut! 
strength in the bond market since 1935 cannot be cited as the logical proof for 
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financing on long-term credit; the very strength of the recent bond market may 
constitute as much an invitation to over-bonding as the signal for borrowing. 
The open market itself reflected excessive optimism in 1927-1929 and excessive 
pessimism in 1932-1934. To accept the open market as the test for corporate 
financing is to make such financing entirely a matter of expediency; sound cor- 
porate financial policy recognizes marketability as important and admits the 
fact of situations in which normal financial planning must be tempered by ex- 
pediency, but it does not accept the “infallible judgment of the market’’ as the 
test for financing. (See Graham and Dodd, Security Analysis, p. 21-23, 38, 
491-494.) 

Granted even that the wisdom of corporate expansion should be weighed in 
the balances of open-market judgment, over-expansion is not likely to be avoided 
by disbursement of total stock earnings. Retention of earnings naturally occurs 
in periods of peak profits, when exaggerated optimism over these profits is the 
basis of excessively high market prices for the a shares. In view of the 
premium which the market places on earnings distributed in cash dividends 
rather than retained, the disbursement of these profits logically would distend 
the over-valuation effected by the high profits. The open market fails then as 
a “test” for merited ee financing, since it would invite by sale of stock— 
or worse, by sale of bonds—the very over-expansion which Professor Smith views 
as the effect of retained earnings. The assumption of debt through the open 
market as an alternative to earnings retention might superimpose on over-ex- 
pansion the additional burden of over-bonding or excessive current debt. 

Professor Smith also argues that common stockholders’ dividends “should not 
be stabilized at the expense of the bondholders’ interests or at the expense of 
the stability of the economic system as a whole” (p. 309). It is not logical that 
bondholders’ positions would rotected by severing the artery which has pro- 
vided a primary buffer against risk and receivership and has supported much of 
the strongest corporate credit in the country. 

That risk cannot be eliminated in the present dynamic society is not con- 
troverted; but private management can accomplish much to minimize the drastic 
effects of risk and thereby contribute to social and private welfare. The funda- 
mental problem centers not, however, upon the advisability of surplus reserves 
but upon the management of these reserves with reference to their liquidity. 
Sound management in this respect would not only effect greater stability in 
dividend disbursements and market prices, but would minimize the over-expan- 
sion of operating assets incident largely to cyclical disturbances. For this ob- 
jective in stabilization there is no substitute for sound private management. 
Corporate enterprises differ widely in needs and circumstances, the effect of 
which is to place a premium on judicious corporate management as an essential 
component of a soundly functioning capitalistic system. In this respect Professor 
Smith seems to err when he concludes: 

_ “In its economic effects the tax favors, rather than hinders, the proper func- 
tioning of the capitalistic system’ (p. 310). 

Professor Smith’s persistent reference to monopolistic and oligopolistic cor- 
porations beckons a question not fundamental to the one of retained earnings 
versus dividend payments. Professor Smith states: 

“For large corporations, either because of existing conditions of monopoly or 
oligopoly or because of threatened conditions of that character, the tax should be 
retained in our fiscal system” (p. 310). 

The problem of retained earnings is one of a source of corporate capital; to 
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remove retention of earnings as a source of corporate capital merely would cloy 
that particular avenue to monopoly and force the use of other and speedier 
highways to the same destination. The open market would not serve as a check on 
overzealous corporate management any more than it would facilitate the ends of 
such management. 
That errors have occurred in corporate management is not denied; some 
glaring mistakes and injustices in corporate surplus administration have been 
committed in the past ten years. But to predicate a mew dividend philosophy 
on these misapplications of sound financial theory is not tenable; to accept Pro. 
fessor Smith’s philosophy of profits disbursement is to discard sound surplus 
policy rather than to correct the errors in its application. 
PAUL M. VAN ARSDELL 
University of Illinois 


Reply by James G. Smith 


Sound financial management is of course a part of modern corporate ad. 
ministration ; and it was ‘‘taken for granted” in the argument of my article on 
“Economic Significance of the Undistributed Profits Tax.” If funds from stabili. 
zation reserves were committed with special reference to their liquidity, a 
Mr. Van Arsdell says, over-expansion of operating assets could be minimized 
and the effects of unavoidable business risk could be mitigated. Judged from ex- 
perience, however, the “if’’ is a very big and significant “if” in all but a few 
conspicuous exceptions. The withheld dividends were more generally “invested” 
in stocks of competing corporations for the purpose of controlling competition, 
in plant expansion by the corporations, or found their way into the call-loa 
market. 

The use of withheld dividends by corporations in the investment market 
syphoned purchasing power into that one use, whereas widely distributed in 
dividends the same purchasing power would have been utilized according to 
the choices of consumers. It is upon these choices that reliance is placed in our 
economic system for the guidance of productive activity. But the — of 
choosing how to spend their earnings was denied the common-stockholders; for 
them the corporation decided to invest the earnings. In spite of the fact that one 
stockholder could, if he chose, sell his stock to obtain immediate purchasing 
power, the aggregate effect of withholding dividends for investment was to 
change the proportionate direction taken by the flow of purchasing power. 
It was this proportionate change, not related to changing consumer choices but 
to the financial manipulation of corporations, that in the course of time produced 
widespread overcapacity of plant in relation to the purchasing power that con- 
sumers were willing to spend for particular products. 

During the latter part of the decade of the 1920’s a large portion of the 
withheld dividends was invested in the call-loan market and other banking 
securities. Some business corporations, in addition, engaged extensively in security 
speculation and commonly were regarded in the “street” as “investment trusts,” 
because their earnings from portfolios were as important as their earnings from 
the business for which they had been given charters. The effect of these financial 
activities upon the functioning of the economic system was catastrophic, as the 
so inflated the securities market that the securities exchange came for a time to be 
a mechanism for the raising of funds to finance the further raising of funds. As 
more funds were raised by security issue more became available as support 
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the brokers’ loan market for further security issue. This vicious circle was initiated 

and encouraged by policies related to the investment of withheld stockholders’ 

dividends. 

Mr. Van Arsdell’s use of the argument that the free capital market performs 

its function imperfectly thus begs the question. One of the most important reasons 

for the failure of the free capital market as an indicator in 1928-1929 was the 
manner in which business corporations were permitted to use withheld dividends 

virtually to finance their own capital market and to finesse the discipline nor- 
mally inherent in the allocation of scarce capital funds to competing demands. 

The subsequent vicious circle of reaction had its causes in the same source. It 

followed the breakdown of confidence in inflated security issues and the collapse 
of the structure of bank credit as the invisible banking system of modern 
corporate enterprise withdrew in the crisis from participation in the short-term 
and call-loan market. Credit inflation and deflation and the earnings of cor- 
porations are so much more important in determining security values that Mr. 
Van Arsdell’s contention that payment of cash dividends would have aggravated 
the security market inflation in 1929 is simply drawing the proverbial red herring 
across the trail. 

It is true that the withholding of stockholders’ money to secure funds for the 
development of monopolistic conditions is not the only avenue to that end, but 
it was, during the decade of the 1920's, a very significant instrument in creating 
security market conditions that greatly facilitated the use of all avenues for 
obtaining these socially undesired results. The allocation of society’s productive 
powers and resources to economic ends should not be left to the uncontrolled 
judgment of monopolistic groups of industries. If the trend continues in that 
direction it means the breakdown of free capitalism and its displacement by a 
structure of organization for production that would have to be actively con- 
trolled by centralized government in order to secure “economic planning.” Some 
still hope that free capitalism, if subjected to various types of passive government 
regulation (even taxes of one sort or another if necessary), may suffice as an 
economic regulator. 

Mr. Van Arsdell’s final statement placing me in the position of advocating a 
new philosophy of dividend policy is very puzzling. While the accumulation of 
reserves for dividends may have been earlier practised to a harmless extent, the 
doctrine and the widespread practice of stabilizing dividends on common stocks 
was a development characteristic of the “new era” economics of the 1920's. My 
position coincides with conservative practice; Mr. Van Arsdell champions the 
aye change that occurred in corporation finance during that fateful era of 
the 1920's, 

In my opinion the arguments presented in Mr. Van Arsdell’s note fail to in- 
Validate my position with respect to the fundamental and important issues in- 
of the volved. To the extent necessary for a sound corporate financial structure the 
ne accumulation of reserve funds is not inconsistent with the main point at issue. 
anal A detailed consideration of the ideal form in which to write the undistributed 
rasts.” profits tax law would include appraisals of any exceptions required in the interest 
om of sound financial corporate management. But “sound financial corporate manage- 
sewer ment” should not serve as an open sesame for modern business enterprise to usurp 
they without regulation functions that, in the interests of a sound monetary system, 


cents are permitted by law to be performed only by controlled and supervised financial 
4s As institutions. 
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Note on Mr. Reynolds’ Use of the Equilibrium Concept 


Objections might be made on methodological grounds to certain parts of Mr. 
Lloyd G. Reynolds’ interesting article, “Competition in the Rubber Tire Indu; 
try,” which appeared in the September, 1938, issue of this REVIEW. Ap tl, 
in this article, equilibrium is a condition toward which a system historically tends 
and the implications are that if the theory were complete, reliable historical pr. 
dictions could be made. When one states that the tire industry has not behaved 
as our theory of monopolistic apt re would have us expect, it is as though 
one should state that here is a tub of water that has sat for a long while, ye 
motion has not ceased as the theory of mechanics would have us expect. 

This objection is not directed toward the value of Mr. Reynolds’ article. Buy 
in the interest of a consistent methodology of analysis, I think it should bh 
pointed out that such discussions should proceed in terms of successive approxi. 
mations rather than in terms which question the completeness of a del tate 
abstraction. 

The understanding of the appropriate use of the equilibrium concept and 
of the rdle which abstraction plays in the reasoning about any change whatsoever 
is important from the standpoint of pedagogy if teachers are engaged in teaching 
students to reason about these complicated systems of variables. The writin 
of Professor F. H. Knight are as clear on these matters as any with which | 
am familiar. 

RUTLEDGE VINING 

University of Arkansas 


Cost Theory and the Theory of International Trade’ 


In the June (1938) issue of the AMERICAN ECONOMIC REVIEW Paul Samuel. 
son attempts to set up the simple case of individual equilibrium in a way thi 
will provide a model to reconcile the opportunity and real cost approaches to 
the problems of gain from international trade.? The article also considers other 
aspects of the problem of gains from trade, but the treatment of the cost problem 
is fundamental, and it is mainly with that that this note will concern itself. Mr. 
Samuelson assumes that the technological relations between err Services 
and consumption services (commodities), on the one hand, and the scale of 
individual preferences on the other may, for a given individual, be expressed 
by an implicit function of the type ¢(x, y, 4, 6) = O, where x and y are con 
sumption services and a and 4 are production services, all per unit of time 
(p. 262). He first regards the amounts of a and b as fixed, and deduces a pro- 
duction indifference curve expressing the various combinations of x and 4 thi 
would be produced with a given quantity of 2 and b, respectively. He notes that 
this curve will be determined by technological together with non-technologicil 
factors, and that a different curve exists for all values (quantities) of a and}. 


*I am indebted to Professor Jacob Viner for his review and criticism of the manuscript 
Much of the argument herein presented is simply an expansion and restatement of th: 
sections of his book dealing with the opportunity cost theory, as I have understood then 
(J. Viner, Studies in the Theory of International Trade, pp. 516-26.) Of course, Professor 
Viner is not to be held responsible for any statement in this note. 

Acknowledgement is due to the Social Science Research Council for a pre-doctotl 
fellowship during the course of which this short paper was largely prepared. ’ 

* Paul Samuelson, ‘Welfare Economics and International Trade,” American Econom 
Review, June, 1938, pp. 261-6. 


‘ra 
aré 
Th 
or 
on 
cu 
in 
are 
Sa 
1S 
if 
‘ SUL 
to 
tra 
in 
co 
or 
a 
dal 
Us 
the 
act 
act 
fa 
set 
1S 
an 
m Sta 
the 
CO 
Fc 
be 
m 
an 
Cu 
di 
tic 
tle 
V 
ar 
W 
dr 
an 
ex 
be 


ember HE 1938] Cost Theory of International Trade 743 


ept The equilibrium position for the individual is set by the equivalence of the 
of Mr “rate of consumer substitution’ to the slope of the production indifference curve, 
Tn “a drawn up as of certain quantities of a and b, respectively, as set forth below. 
rent] This means that he is postulating the existence of a consumer's indifference map, 
tend. or family of indifference curves (deducible from the substitution conditions), 
al pre. one of which contains a point for which the slope of the consumer indifference 
tae curve (rate of consumer substitution) is equal to the slope of the production 
hough indifference curve, and at which the quantities of x and y that would be taken 
le ve are the same as those that would be produced, thus setting an equilibrium. Mr. 
y Samuelson does not draw or make use of a consumer indifference curve, as it 
le. But is not necessary to his exposition ; but it will lend clarity to the present discussion 
uld be if we speak of the curve, or family of curves, instead of simply the rate of 
penn. substitution, which is the slope of such a curve. ot ale 
iberas As for the consumption indifference curve, we must note that it is illegitimate 
to reason from such conditions to any sort of conclusion about international 
pt and trade. For an individual it may be possible to construct a family of consumption 
— indifference curves such that a change in the quantities of the various goods 
aching consumed (two, if curves are used) can be evaluated as favorable, unfavorable, 
iting or indifferent to the individual according as the change results in his resting on 
shich | WEE @ higher, lower, or the same indifference curve. The curve on which Mr. 
Samuelson’s equilibrium substitution ratio is one point is one o. such a family. 
JING Use of curves of this type involves the assumption that the sac which 
the curves express are valid no matter by what point in the system the individual's 
actual position may be represented, 7.e., that the curves are independent of the 
ie actual allocation of his resources. If the curves are not independent in this respect, 


a movement from one position to another involves a reconstruction of the whole 
family of curves. The new set of curves can in no way be compared to the old 


ce oe set. And the individual’s new _— with respect to the old family of curves 
ape is not of interest, nor is his old position with respect to the new set of curves of 
5 ehe any interest. The two positions simply cannot be compared under these circum- 
stances. 

If Mc For a society as a whole it should be obvious that it is impossible to ignore 
services the effect of a change in the allocation of resources (resulting from changes in 
ale of consumption) upon any set of “indifference” curves which might be drawn. 
presse For the only type of curves that could be used for a society as a whole would 
os be a set of curves each of which represented various combinations of equal 
of tim market value. Any other type of curve involves comparison of “‘utility’’ magni- 
a prt tudes of different individuals, which is not acceptable in rigorous economic 
| that analysis, and which Mr. Samuelson is anxious to avoid. But such equal value 
tes that curves would be valid for only one given distribution of income. For all other 
ological distributions another set of curves would exist. And any shift in the consump- 
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tion of the society (specifically, say, a change in the proportions and/or quanti- 
ties of international” as compared to “domestic” goods consumed) would in- 
volve an entirely new set of curves, because it would involve an entirely new 


array of individual incomes. The new curves will, of course, not be comparable 
with the old.’ 


* Some would even argue that individual indifference curves are subject to almost as 
drastic restrictions. It can be maintained on the basis of experience that as income increases 
an entirely new set of tastes is developed. In this case a different family of curves would 
= for each allocation of resources even in the individual case, and no conclusions could 
de drawn about changes in position relative to any one set. 


-doctoral 
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Mr. Samuelson does not draw curves to represent the reactions of a society m 
as a whole, but by using indifference ratios as a basis for his reasoning on the be 
question of gains from trade (comparative cost theory) and by drawing parallels co: 
between the individual case and that of a country, he is guilty of exactly the us 
same error as if he had actually drawn such curves.‘ pr 
Having produced an equilibrium by means of the indifference curve for pro. Th 
duction and the consumption substitution conditions, Mr. Samuelson then says is 
that his production indifference curve is drawn as of “the optimum values (quan. wh 
tities) of a and b” (p. 262). ‘The optimum values of a and b are determined wi 
at the point where the derived utility of them, 7.e., utility of their marginal of 
physical product, is equated to their marginal disutility.” de 
His use of the production indifference curve is, under these circumstances, 4s 
both redundant and incorrect. If the ‘‘optimum values” of a and b are determined cal 
by the equation of the utility of their marginal physical product to their marginal on 
disutility, that condition itself determines the equilibrium.' He is thus derivin po 
his production indifference curve on the assumption that equilibrium has already qu 
been achieved. The curve is valid for only one point, the point at which the an 
above conditions are met—the equilibrium point—and is not a production in- do 
difference curve at all. on 


It seems, therefore, that as far as relevance for problems of international trade 
is concerned, neither of the determinants of the problem which Mr. Samuelson 


fer 
uses can be derived without assuming that the other is already given. The consumer a 
substitution conditions are valid (for international trade analysis) only when th 
the allocation of resources is given, whereas the production indifference curve ‘i 


is determined, in part, by demand conditions. Neither is of any significance for di 
the problem with which Mr. Samuelson is attempting to deal.® 
The criticism of the production indifference curve may be stated in another 


*On page 262, where he is setting up his apparatus, he speaks of the case of an in. 
dividual, and after “individual” he writes, in parentheses, “country.” 

On page 261 he discusses the possible abstractions from which he might choose in order 
to provide a basis for his arguments. He says that we may think of the situation “better 
still, merely as trade between individuals which illumines the processes of international 
trade... . In this way the problem of weighing and combining different individual advan- 
tages within each country is avoided” (262). 

It is the contention of this paper that trade between individuals does not illumine the 
processes of international trade at the level of analysis to which Mr. Samuelson attains. 
Merely stating that the individual case and the case of a country are parallel avoids the 
special problems of the latter only by ignoring them. 

* Cf., for example, W. S. Jevons, Theory of Political Economy (2nd ed.), pp. 167-72. 

* An essentially similar construction, attempting to remake the theory of comparative 
cost in terms of the indifference curve approach, has been made in the past, notably by 
A. Lerner, G. Haberler, and W. W. Leontief. (A. Lerner, “‘Diagrammatical Representation 
of Cost Conditions in International Trade,’ Economica, XII (1933), pp. 493-503; 
G. Haberler, The Theory of International Trade, pp. 175-7; W. W. Leontief, “The Use of 
Indifference Curves in the Analysis of Foreign Trade,” Quart. Jour. of Econ., XLVI 
(1933), pp. 493-503.) 

These treatments all avoid some of Mr. Samuelson’s difficulties by assuming fixed 
quantities of factor services throughout, but their production indifference curves are simply 
technological curves. Samuelson at least makes a verbal recognition of the fact that non 
technological factors are involved. The consumption indifference curves of the older treat- 
ments profess to define conditions for a country as a whole, whereas Samuelson’s does s0 
only by inference (cf. note 4 above). His main error on this point lies in reasoning from 
an individual situation to conclusions about a society, and is just as serious. 
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manner. Mr. Samuelson is correct in saying that there is no essential conflict 
between opportunity cost theory “properly stated” and the real cost (not pain 
cost) approach. But the reconcilement of the two cannot be made simply by 
using both methods in succession as he has done. It seems that he fails to ap- 
preciate adequately the essential differences in the two traditional approaches. 
The opportunity cost theory, as it has been handed down from Wieser’s time, 
is commonly stated in terms of fixed amounts of factor services (or “factors,” in 
which case a capitalization problem is involved, though not usually recognized) , 
whereas the real cost theory is not so limited. Samuelson uses variable amounts 
of resource services in order to introduce the disutility concept in the marginal 
determination of an “optimum” amount, and then treats these optimum amounts 
as fixed amounts for the derivation of his indifference curves. But, to repeat, he 
can do this only so long as his individual does not move from the one point 
on the curve for which these amounts of 4 and 6 are “‘fixed’’—the equilibrium 
point. This is true because part of the conditions for the determination of these 
quantities of a and b are demand (utility) conditions, and the amounts of x 
ind y for which those amounts of a and d are relevant are already settled. So he 
does not have a production indifference curve when he is through, but a curve 
only one point of which has any real significance. 


The amalgamation of the two approaches into one amenable to the indif- 
ference curve technique would have to start from the assumption of given 
resources, Or resource services. The disutility element can then be introduced in 
the form of weights to the technical coefficients of production, or through other 
modifications of the production functions. The problems of the consumption in- 
difference curve would still remain. It is open to question whether the in- 
difference curve technique explains more than it obscures in the treatment of 
such questions. 

Before leaving this matter it is well to consider briefly the broad question at 
issue. Lerner, Leontief, Samuelson, and others, have attempted to reconstruct 
the theory of comparative costs along opportunity cost lines in order to avoid 
the problems of value theory inherent in the older approach. The particular 
problem in question is that of how to determine whether a country is “better” 
or worse” off without having to compare the value standards of different in- 
dividuals.’ The purpose of the present criticism is not necessarily to discourage 
this entire approach. It is simply to point out that it does not really avoid the 
old problems, and does not provide any solutions for them less questionable from 
the point of view of modern value theory than can be obtained through the 
old approach. At the same time, it tends to obscure fundamental difficulties under 
an elegant mathematical or diagrammatical facade. 


One other point in Mr. Samuelson’s article which should be mentioned is his 
t.eatment of the question of the “best” position for any one country in a group 
of trading nations. He criticizes ineotate theorists for supposing that the free- 
trade equilibrium is the most preferred point for any one nation. He says, “The 
iree-trade equilibrium very deuleuily is not the most preferred point to any 
one country. Its maximum would occur when the other country consumes nothing 
and it consumes all. Obviously the other country would not consent to this . . .” 
(p. 265). This is indeed a peculiar conception of economic maximization. It 


‘Mr. Samuelson must by all means be credited with recognizing several important 


aspects of this problem in some of his discussion, if not in his fundamental treatment of 
custs. (Op. cit. Pp. 264-5.) 
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would give more relevance to his criticism if Mr. Samuelson gave a few citations 


to theorists in international trade or any other field who defended free trade 
as a maximum in this sense, or, indeed, who ever used the word “maximum” 
in this sense in economic discussion. Maximization in economics means, to the 
individual, the maximum satisfaction subject to the various obstacles presented 
by other people attempting to attain the same thing, in the absence of fraud 
force, etc. These obstacles we generally try to reduce to prices. In international 
trade theory there is no apparent justification for abandoning this idea and sub. 
stituting a concept of maximization in an absolutistic sense. If one is lookin 
for a system that would result in one country’s consuming everything and others 
nothing, free trade is certainly not that system, But this can hardly be accepted 
as a cogent criticism of free trade. 


MICHAEL L. HOFFMAN 
Trinity College 


Reply by Mr. Samuelson 


Through the courtesy of the editor I have been given the opportunity to com. 


ment briefly on Mr. Hoffman’s criticism. I shall confine myself to a few of the 
more fundamental points raised 

(1) Although Mr. Hoffman has made my paper the occasion for a reconsidera- 
tion of the conditions of equilibrium in the pure theory of international trade. 
it was no part of my purpose there to deal with this problem, Being interested 
in disproving a possible misconception in the field of welfare economics and 
international trade, it was only necessary for my purposes to select the simplest 
possible model of trade between two individuals: a single contradiction is sufh- 
cient to disprove a general proposition. Moreover, as I indicate below, only 
minor modifications need be made in order that my exposition be applicable to 
more complex models. In effect, Mr. Hoffman has criticized me for not having 
written a paper which I did not write. 

(2) Within the framework of my simple model, Mr. Hoffman has misinter- 
preted my production relation 

o(x, 4,b) =O 
This has nothing to do with either consumer's indifference curves or consumer 
substitution ratios, as should be clear from its verbal definition. 

(3) Within the framework of my model, Mr. Hoffman has alleged that the 
set of conditions with which I determine the variables of my system is redundant. 
Since this is a simple mathematical point upon which there cannot be two 
opinions, it can be left to any interested competent reader to verify that my 
disutility conditions are independent of all other equations, and that without them 
the system is indeterminate 

(4) Following the treatment of Professor Viner in his Studies in the Theory 
of International Trade, Mr. Hoffman lumps together for criticism two things 
which are logically independent—namely, the unqualified doctrine of opportunity 
cost, and the use of co! ve indifference curves. Both of these doctrines ate, 
in general, inadmissible as a description of equilibrium in international trade, 
although under special circumstances each may prove of some interest. In the 
near future I hope to deal with these problems in another paper. 

However, for the present purpose it is necessary to point out only that if one 
distinguishes carefully between these two independent points, it will be found, 
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| believe, that my treatment does not rest on opportunity cost, despite my use 
of a family of substitution curves. Nor am I guilty of an illegitimate use of 
collective indifference curves since in my simple model individual and country 
coincide, and so no difficulties arise from this concept. 

(5) Mr. Hoffman’s last paragraph is completely independent of all his previ- 
ous argument. In my opinion it 1s irrelevant as well to the welfare problem under 
discussion. The “remarkably naive conception of economic maximization” re- 
ferred to there was not the basis of my discussion of free trade, nor have I any 
interest or reason to attribute this to any international trade theorist, past or 
present. 

‘The sentence which he quotes from my paper and attacks, I still hold to be 
correct. Nevertheless, I have not replied to his criticism on this score in order 
to avoid confusing the important issues involved. I strongly insist that no part 
of my argument concerning the advantages or disadvantages of free trade depends 
in any way upon the sentence quoted, and I should be perfectly willing for it to 
be omitted completely and for my argument to be judged in the resultant form. 

(6) In closing I shall briefly indicate the slight modification of my treatment 

necessitated by the consideration of more than one individual in each country. 
If one substitutes “every individual of each country” for “each individual’ or 
each country,” then all of my conclusions will be still found to hold. For 
example, a movement of the first kind will be redefined to be one by which every 
individual of both countries can get more of every commodity with less of every 
productive service, etc. The modifications required by the inclusion of many 
countries is equally minor and obvious. 


PAUL A. SAMUELSON 
Harvard University 


The Thinness of the Stock Market 


In an interesting article in the March, 1938, issue of this journal, Professor 
James C. Dolley attempts to assess the influence of government regulation on the 
volume of trading on the stock exchange, as well as on the continuity and liquidity 
of the market." I have no fault to find with Mr. Dolley’s article as far as it goes; 
but it does seem to me that there is one point omitted from this and other recent 
literature on the same subject which has, or may have, considerable bearing on 
the problem. 

It is clear that the existence of a continuous market in the accepted meaning 
of that term depends upon the simultaneous existence of differences of opinion as 
to the relative value of cash and securities at prices ranging up and down at small 
intervals from any given quotation. It is such differences of opinion which induce 
some people to become buyers and others sellers as the price varies. Now the 
grounds for differences in opinion may, of course, be numerous, ranging all the 
way from the immediate cash position of the individuals involved to bearishness 
or bullishness based on a general appraisal of the economic and political outlook. 
It may well be that some of the differences arise out of divergent interpretations 
of the same fact-situation, full information concerning which is available to all 
traders and investors. On the other hand, it will scarcely be denied that people 


. 3 “The Effect of Government Regulation on the Stock-Trading Volume of the New York 
stock Exchange,” by James C. Dolley, Am. Econ. Rev., March, 1938. 
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1938 | 
differ also because of unequal access to correct information, or because of infor. 


mation believed by some to be correct and known by others to be false. ay 
) 


If this reasoning is correct, it would seem to follow that anything which tends to NoRTO! 
make accurate information available on equal terms to all traders and investors, ants 
or even only to those who play a large rdle in the market, would at the same time posit 
tend to reduce the importance of differences of opinion and consequently by so SCHMID 
much to impair the continuity of the market. Furthermore it is not necessarily — 


the case that the effects of accurate information will be confined to those who act ScoTT, 
upon it. In-and-out traders may, partly unconsciously to be sure, rely to a con. in L 


their own. Any reduction in the latter, therefore, may tend to produce more 
caution and less activity on the part of in-and-outers and thus indirectly further 
impair the continuity of the market. 


I am not prepared to say to what extent the disclosure provisions of the 
Securities act of 1933 and the Securities Exchange act of 1934 may have operated 
to produce results such as those described, but it seems reasonable to su pose that 
the effects may have been considerable and at least in the direction indicated. At 
any rate I do not think the question can be properly ignored in any final assessment 
of the working of the legislation which the Securities and Exchange Commission 


has to administer. 
In this note, of course, I have assumed that Mr. Dolley is right in believing that 


the stock market has be e less continuous in the last few years and have con- 
fined myself to pointing out one possible contributory cause having to do with 
government regulation which he seems to have overlooked. Whether this loss 
in continuity (and hence in liquidity) is necessarily a bad thing is quite another 
question. Mr. Dolley pts the view that it is without discussion. There is, how- 
ever, a very respectable body of opinion on the other side. Professor Hansen, for 
example, in his latest book boldly states that, “the high liquidity of the stock 
market is itself a factor causing instability.’’? Future writers on the thinness and 
discontinuity of the securities markets would do well to examine their premises 
somewhat more carefully than has been usual in the past. 


PAUL M. SWEEZY 
Harvard Universit 


Social Security 


The following list of recent research studies dealing with social security 1s 
contributed by C. Stewart Peterson. It includes certain studies not yet published, 
but available in manuscript form 


ApAMs, L. P. Az anal recent legislative proposals for unemployment insurance 
Typewritten thesis, C Ph.D., 1936. Deposited in the Cornell University Library; 
a carbon copy is available { iter-library loan. 

ALLEN, RutH ALICE and BARTON, SAM B. Wage earners meet the depression. Austin 
Univ. of Texas. 1935. Pp. 1 Univ. of Texas Bull. No. 3545. 

BowEN, Howarp R. Ux ment compensation as applied to lowa, lowa City: Univ 
of Iowa Bur. of Bus. | $1 

Douctas, Paut H. So« y in the United States. New York: McGraw-Hill. 1936. 

GAGLIARDO, DOMENICO. 7 Kansas labor market, with special reference to unemployment 
compensation. Lawren Uni f Kansas. Humanistic Studies, Vol. VI, No. 1, Feb., 
1937. 


* Alvin H. Hansen, Fail] I ry or Stagnation? p. 318. 


siderable extent on es of opinion of a more fundamental nature than 
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LesTER, RICHARD A. Unemployment relief. Doctoral thesis; can be secured only by writing 
to the reference librarian, Princeton Univ. Library, Princeton, N.J. 

Norton, T. L. Old age and the Social Security act. Buffalo: Foster and Stewart. 1937. 

PERRIN, WILLIAM. Economic and financial aspects of social security, Master's thesis. De- 

posited in University of Iowa Library. 

scumipT, E. P. Man and society. Chap. 14. New York: Prentice-Hall. 1937. 

. Old age security. Minneapolis: Univ. of Minnesota Press. 

scott, RICHARD. Legal aspect of unemployment compensation. Master's thesis. Deposited 

in University of Iowa Library. 


) 
) 
l 
t 
5 


REVIEWS AND NEW BOOKS 


by th 


General Works, Theory and Its History Prof 
The Theor) of Prices: A Re-Examinalion of the Central Problems of Mone- a 


tary Theory. By ARTHUR W. MarckT. Vol. I. (New York: Prentice. “gua 


Hall. 1938. Pp. xxv, 624. $6.00, trade; $4.50, school.) i 

It requires only a cursory examination to see that this volume is the result form 
of a stupendous amount of work in the literature on money and prices. It useft 
is the product of prodigious scholarship such as is extremely rare in America value 


and contains a well-nigh exhaustive bibliography, together with biblio- Profe 
graphical notes, mainly in the form of elaborate footnotes, on the whole tions 


literature of the subject in English, German, French, Italian, Swedish and appr 
Dutch. Certainly there are very few living economists throughout the world, enor 
if indeed any, who have so extensively covered the literature in as thorough- coulk 
going manner as has Professor Marget. In addition to the rich content of exair 
the footnotes there is also in smaller print in the body of the text interspersed and ' 
throughout the volume detailed analysis of the historical development of cash 
special points in monetary theory. This volume in conjunction with the earli 
forthcoming Volume II will clearly prove a rich source of information for appr 


the guidance of graduate students for many years to come. Indeed, it is asa whic 


guide through the mass of literature that the book doubtless will make its spent 
main contribution (192 

As indicated above, the main body of the text is divided into two patts, of e 
one in large type and the other in small type. The large-type material, which Pr 
includes the bulk of the book, carries the main lines of the discussion and | 


through without the reader’s being deflected to less important excursions. If tity ¢ 
the reader, however, is especially interested in the excursions, he is per- varia 
mitted to follow out various side lines in the main argument by reading the veloc 


interspersed smaller type. For the character of book here under review this the ' 


method of printing—so widely used in Germany—has, I think, definite cash 
value. It is Professor Marget’s main purpose to emphasize the trend of con- ticul; 
tinuity which runs through the best writing on the subject of monetary in th 
theory. In developing this continuity, he continually calls attention to nv tion 
merous deflections from the main path and examines whether or not the D 
result has been to enrich the stream of thought or to divert it into barren or in re 
confusing and erroneous conclusions. At the same time that he develops the whic 
central trend of continuity he also takes pains to make clear to the readet the ; 


his own position with respect to the validity or usefulness of various lines ot Man 


analysis. have 

While the volume is built in very large measure—many will surely 5% mpc 
too large measure—around the writings of Mr. Keynes, and in particular whic 
Mr. Keynes's writings prior to the General Theory, this device is intended read 


runs 
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by the author to be merely a convenient method of emphasizing anew what 
Professor Marget regards as the really important strands of thought in the 
warp and woof of monetary theory. 

Professor Marget ‘breaks a lance’ in this volume on behalf of the 
“quantity equations” of the Fisherine type. He does so not because he holds 
any brief for the “quantity theory’’ in its more mechanical and uncritical 
form but because he believes that the “quantity equations” are relevant and 
useful as a means of setting forth the analysis of the forces controlling the 
value of money. It is the analysis which lies back of the equations in which 
Professor Marget is really interested. In this defense of the quantity equa- 
tions of the Fisherine type he lays stress on the point that numerous fruitful 
approaches, quite different in method and insight, which have enriched 
enormously the tools of analysis and our understanding of the basic forces, 
could quite well be integrated with the quantity equations. This is true, for 
example, of the income theory, coming down from Tooke through Wagner 
and Wicksell and, more recently, Wieser, Schumpeter and Aftalion; of the 
cash balance approach derived from Marshall and, more recently, Pigou, the 
earlier Keynes (prior to the Treatise), and Robertson; and also of the 
approach of Hawtrey, which deserves a special classification of its own, and 
which runs in terms of consumers’ income, consumers’ outlay and the un- 
spent margin. As for Keynes’s fundamental equations in the Treatise 
(1930), the author finds them wanting, especially as tools for the analysis 
of economic dynamics. 

Professor Marget devotes Part 1 to an analysis of the quantity equations 
and their meaning and Part 2 to an analysis of the forces behind the quan- 
tity equations. In this latter part he devotes several chapters to each of the 
variables in the Fisherine type of equation, with special emphasis on the 
velocity variable and the transactions variable. It is quite logically under 
the “concept of velocity” that he considers the income approach and the 
cash balance approach. In his discussion of the transactions variable he par- 
ticularly analyzes the relative merit of “output” as against “transactions” and 
in this connection logically discusses the problem of the velocity of circula- 
tion of goods. 

Disregarding (as the present reviewer is disposed both here and elsewhere 
in recent literature to do) the polemical and somewhat emotional tone in 
which the argument is frequently cast, it must be said that the task which 
the author has set for himself is carried through in a systematic manner. 
Many readers I think will feel that throughout the book this task would 
nave gained in its effectiveness if it had been done more concisely. More 
‘mportant, however, I have the distinct feeling that, despite protestations 
which the author will surely make to this comment, the book does leave the 
reader with an analysis of the forces controlling the value of money which 
tuns altogether too much in mechanical terms—particularly in terms of 
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M and V. Particularly it is a matter of some surprise and disappointment to 
find that an author who has so exhaustively read and studied Wicksell should 
appear to have been relatively little influenced by the powerful tools of 
analysis which Wicksell brought to bear on the problem and which reappear 
in the modern income approach and again in the Keynesian approach, under 
which the rise and fall of income is analyzed in terms of investment pur- 
chases and consumption purchases and all of the factors which underlie these 
decisions. It is of course probable that this aspect of the development of 
monetary theory will be more fully explored in Volume II and one should 
therefore, I think, reserve judgment on this point, awaiting the appearance 
of this and other works which Professor Marget has already well under way. 
ALVIN H. HANsEN 

Harvard University 


Full Recovery or Stagnation? By ALVIN HARVEY HANSEN. (New York: 
Norton. 1938. Pp. 350. $3.50.) 
This book presents Professor Hansen’s intellectual reactions to some of 
the recent publications in the field of monetary and business cycle theory, 
and to recent major changes in the economic scene. It consists, in large part, 
of articles published by the author since 1933 in various periodicals, pro- 
ceedings and collective volumes. 
Because of the episodic character of the treatment and the wide range 
covered, it is difficult to summarize the contents of this book or provide a 
brief and consistent appraisal of it. And yet Professor Hansen's attitude 
and position stand out fairly clearly. In treating, in Part 1, the writings of 
Keynes (general theory), Harrod, Hayek, the social credit proposals of 
Major Douglas, and the recent trends in business-cycle literature, the author's 
realistic approach and familiarity with the tool-chest of business-cycle 
theory lead him to a justly critical appraisal of the various categorically 
framed hypotheses, few of which are original or have a determinate bearing 
upon reality. In discussing consumers’ purchasing power and social se- 
curity reserves, Professor Hansen attempts to explore the effects on cyclical 
stability of the various ways of investing the unemployment insurance te- 
serves, and comments briefly on the deflationary aspect of the old-age reserve 
fund. On the international monetary situation, the author’s position is mid- 
way between restoration of the international gold standard of the pre-war 
type, and monetary nationalism with freely fluctuating foreign exchange 
rates. He comments upon the existence and formation of large areas con- 
nected internally by currency and trade ties (the sterling area, United States, 
Russia, the emerging area in Central Europe under the domination of Ger- 
many); and he advocates a greater degree of international codperation in 
reducing tariff and quota barriers, the Hull trade agreements being a sig: 
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nificant and commendable step in this direction. Finally, in discussing the 
recession Of 1937 and the outlook for the future, Professor Hansen em- 
phasizes the importance of pump-priming by the government, the signifi- 
cant role that government played in capital formation within this country 
even before 1929 and in recent years especially, and the possibility that this 
increasing share is a long-run tendency necessitated by a likely scarcity of 
capital-consuming investment opportunities in the private sector of our 
economy. But there is no necessary incompatibility between “the survival 
of private capitalism and a generous admixture of public investment’’ (p. 
329); nor is it improbable that a higher standard of living and a substan- 
tially larger volume of production will be attained in this country within 
the next decade or two. 

This summary, though incomplete, should convey an impression of the 
wide range of problems touched upon in the volume. Because of the brief 
treatment of most topics, there is little opportunity for exploring them in all 
their ramifications or for striking original paths to new solutions. An inter- 
ested reader might also appreciate a wider historical background for the 
analysis of the economic outlook than is provided in the last part of the book. 
On the probable trend of development with reference to private investment 
opportunities, the relation of government to the business system, and public 
debt and inflation, a great deal may be learned from a broad study of his- 
torical experience. But these limitations of the discussion are inherent in 
the aim of most of the original articles contained in the volume, that of 
providing a clear and brief appraisal of a new thesis, a new series of events, 
or a particular problem raised by either. 

In thus assembling a series of expressions of a realistic and vigorous mind 
on anumber of important present-day questions, the book performs a useful 
function. Its value is assured by the author’s interest in the factual back- 
ground of problems combined with an appreciation of their theoretical 
aspects, his facility in formulating unequivocal but reasonably circumspect 
judgments, and his healthy resistance to sensational alarums or half-baked 
notions. Because these faculties find expression in the book, its study is likely 
to benefit not only lay readers but many specialized students of economic 
matters. Both groups will find the volume helpful in resisting the lure of 
oversimplified hypotheses or alarmist notions, generated by rapid shifts in 
the economic scene and by the conflict of class interests. 

SIMON KUZNETS 
National Bureau of Economic Research 


Industrial Price Policies and Economic Progress. By EDw1N G. Nourse and 
Horace B. Drury. (Washington: Brookings Institution. 1938. Pp. 
xi, 314. $2.50.) 
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This well-written and stimulating book is a refreshing contrast to many 
others recently published on the same subject, in that it does not assume that 
the competitive system of free enterprise is dead or hopelessly ill, but is 


concerned with developing a positive theory of pricing which if more gen- 
erally applied might improve the efficiency of the system. This positive 


theory stems from the principle announced in the previous Brookings study 
Income and Economi Pro gress, that a continual decline in prices as a result 
in increasing industrial efficiency is the best means of disseminating the ben- 
efits of progress. The authors do not limit themselves to theoretical gener- 
alizations, but study with statistics and typical examples the extent to which 
competition has resulted in price reductions and the reasons why in some 


cases it has not done so 

The first chapter traces the movement of wholesale prices since 1870, 
showing how manufactured products in general have fallen in relation to 
wages and raw materials, with a special discussion of window glass and 


print cloth. Chapter 2 shows that high profits are not incompatible with 
falling prices. 

Chapter 3 discusses the relation of changing quality to prices and to de- 
mand; chapter 4 the ways in which large-scale production can reduce costs; 
chapters 5 and 6 the mutually interacting effects of costs, prices, and demand. 

Chapters 7 and 10 describe some of the institutional, legal, and customary 
restrictions on free market price. Chapters 8 and 9 outline the growth of 
“big business’’ in this country, with illustrations from the oil, window-glass 
and aluminum industries 

Chapter 11, “Dynamic price-making,” is the final statement of the 
authors’ philosophy. In it they point out that active and socially beneficial 
competition does exist in large-scale industries, and their belief that the 
remedy for the evils resulting from insufficient price-competition in other 
industries is not to be found in breaking up large concerns, but in the adop- 
tion by industrialists generally of a courageous and imaginative type of 


price- policy. egergh pricing means that producers should consider the 
purchasing power of the masses, set a low price in line with that purchasing 


power, and work at capacity, thereby maintaining full employment. 

The authors’ aici ns W ‘ne meet with general acceptance among econo: 
mists. However, ne onclusions are narrowly limited in value by two 
limitations that the authors «€ wplicitly imposed upon themselves in the intro- 
ductory chapter. One is that they are not concerned with price reductions 
that might be secured by reducing wage-rates or prices of raw materials. 
The other is that they are considering price trends only over a period of 
months or years. Since nearly three-quarters of the value of manufactured 
products directly represents wages or materials, that leaves very little room 
for producers to expand their output by price reductions unless they can adopt 


new methods using less labor or less material. When such new methods 
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have been adopted the book itself shows that there has been a strong tend- 
ency for prices to be reduced over periods of years. But in some passages 
the authors’ argument could be construed as meaning that irrespective of 
such savings, producers, by reducing prices, could continue to employ their 
plants to capacity, even in a depression. A careful reading of the whole book 
shows that that is not the authors’ real opinion. It is unfortunate that a 
reader who read or remembered only the authors’ final chapter could get the 
impression that price-reduction is an easy cure for cyclical unemployment. 

RuFus S. TUCKER 

New York City 


Modern Competition and Business Policy. By H. S. DENNISON and J. K. 
GALBRAITH. (New York: Oxford Univ. Press. 1938. Pp. 120. $1.25.) 


This is a provocative addition to the literature questioning the com- 
petition versus monopoly premises of present-day governmental regulation 
of business. The first six chapters deal with practical and theoretical mis- 
conceptions of policies purporting to preserve or restore pure competition, 
and regarding the necessity for regulation as the exceptional rather than 
the ruling postulate of social policy. The remaining five chapters sketch a 
partial program of regulation aimed to compel the performance of a frank- 
ly monopolistically-competitive industrial system in accordance with social 
standards. The premises of the argument are expressed in a popularized 
version of the Chamberlin monopolistic-competition analysis and a selec- 
tion of familiar indictments of business organization and practices. Our 
industrial economy is not so organized as to result in a socially adequate 
automatic adjustment of conflicting private interests, which decades of de- 
veloping corporate relationships have served to complicate and enlarge 
(quite apart from the abuses of private responsibility facilitated by cor- 
porate devices). 

The reform program includes proposals in the general fields of corporate 
organization and finance, dissemination of information necessary for eco- 
nomic judgments, and national industrial regulation. The proposals under 
the first two headings are standard subjects of reform advocacy, the con- 
troversial aspects of which invite no special review comment. 

In the sphere of industrial regulation the authors propose a régime of 
public interest codes for each industry fostered by a governmental Com- 
mission possessed of extraordinary powers of initiative, investigation, and 
enforcement. From studies of the industry’s pathology there would be 
formulated a program of policies in matters of prices, wages, earnings, 
production, labor conditions, and so on. The Commission would be em- 
powered to draft and impose the code on the industry with provision for 
voluntary participation of private representatives in the formulation stages. 
Its congressional mandate would include authorization to modify tariffs, 
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grant subsidies, establish yardstick competition, and possibly also to pre- 
scribe measures of taxation 

The socially inspired, providentially appointed, totalitarian industrial 
regulating authority, insulated from the pressure, guile, and malevolence of 
special interests is of course not a novel project. Industrial codes and 
totalitarian paraphernalia are companion measures only by choice, not neces- 
sity, however. The authors cannot be commended for minimizing the politi- 
cal and administrative weakness of the Commission proposal and the om- 
niscience such a body would have to possess in order to serve its assigned 
purposes effectively. To take only one instance, the idea of delegating tariff- 
making to an agency that can scarcely avoid strong nationalistic impulses 
ignores the political background of American protectionism and its broader 
lessons for social policy. Students of political science would doubtless per- 
ceive still broader implications of such a scheme. 

The discussion of industrial control policy includes some strictures on 
public-utility regulation and contends also for federal regulation of wages 
and hours as a function of general policy. 

This book deserves to be regarded highly as an outline of some major 
implications of the theoretical premises of monopolistic competition. It is 
an expression of broad conviction advanced from very general, and almost 
exclusively economic, considerations. Although there are often long leaps 
from premises to proposals, brevity of exposition preventing sufficiently 
detailed analysis, the book is a worthy popular attempt to redirect the 
emphasis of thinking on problems of governmental relationship to private 
enterprise. 

Horace G. WHITE, Jr. 

New York Universit 


Confessions of an Economic Heretic. By J. A. Hopson. (New York: Mac- 
millan. 1938. Pp. 217. $2.00.) 

Hobson resolves his fifty years of economic heresies into an issue of 
“qualitative” economics versus ‘‘quantitative’’ economics. Quantitative eco- 
nomics was orthodox business economics which set up money as its standard 
of wealth. Qualitative economics was welfare, morality, justice, ethics, 
“humanism.” Hobson derived it first from John Ruskin who introduced an 
ethical standard of “‘ought’’ with the valuation of every economic process of 
result (39). 

Even before the Great War Hobson finds that the science of economics 
had been moving in these two opposite directions, ‘‘a purely and exactly 
quantitative study of measured facts and tendencies,” and a “humanist inter- 
pretation of these facts and tendencies’ (127). In the post-war world these 
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movements continued, and he places R. G. Hawtrey as “the most authori- 
tative exponent of purely monetary explanations of our economic troubles” 
(128 

= I should place Hawtrey at the top in the ranks of humanist or wel- 
fare economists; for his purpose was, by a study of the “inherent instability 
of credit,” to work out governmental and banking methods for preventing 
depressions and unemployment, the most universally “inhuman” of the 
defects of capitalism, but without destroying the capitalist system itself 
which is preéminently a system of credit. Hawtrey’s “monetary explana- 
tion” is simply a credit explanation. Economics does not become less hu- 
manistic because it becomes more accurately quantitative. 

Had the “orthodox’’ economists used the word “‘assets’’ instead of 
wealth,” then Hobson might have understood what Hawtrey was trying 
to do. 

Hobson’s alternative ‘‘non-monetary” explanation was derived from his 
other fundamental heresy of fifty years ago, the heresy of “‘over-saving,” 
derived, in turn, originally from a businessman ‘‘named Mummery” (30). 
Indeed, thrift and the honesty of good credit were moral foundations on 
which orthodox economists builded their system as our escape from brute 
ieudalism, dictatorship and the monopolies of mercantilism. 

Hobson, in 1889, did not, of course, attack thrift as a personal virtue 
(33). It was not until ten years later, in 1900, that he resolved over- 
saving into sheer economic “‘force.”’ This was further resolved into inequality 
of bargaining power, which, in turn, became insufficient income for the 
working class, going back, in fact, to Rodbertus; and it was this which was 
responsible for both the depressions or slumps in the trade cycle and the 
‘imperialisms” and “‘protectionisms’” of modern economics (66). 

His visit to South Africa on the eve of the Boer War confirmed his theory 
of over-saving as the cause of the struggle for empire, in order to furnish 
opportunity for investment of their surplus profits in backward countries 
by British capitalists. His resulting book on Imperialism, published in 1902, 
was reissued in 1938. He had reached the same conclusion with his doctrine 
of over-saving as did Karl Marx with his doctrine of exploitation, on the 
economic causes of modern imperialistic wars. 

His several visits to America confirmed his earlier doctrine of the im- 
morality of the competitive system (67ff.). In America the growth of trusts 
and combines “derived from the acquisition of lands containing the best 
supplies of coal, iron, oil and other important raw materials, supported by 
railroad and banking connections and by tariffs directed against outside 
competition,” as well as the private ownership of public utilities and grow- 
ing land values, gave to him a “clearer understanding of the blend of ruth- 
less competition and equally ruthless monopoly” which had grown up 
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“under free competiti ind equality of opportunity.’” These were con. 
nected with the corruption of democratic institutions described to him by 
Henry D. Lloyd and Lincoln Steffens, as well as by William Jennings 
Bryan who dilated for him upon the advantages of bringing “new men 
with new experiences into office’ with every change of political parties, 


These revelations he had not clearly discovered in England where the free 
play of economic forces had been impeded by long standing “tradition” 


and by ‘humane considerations,” supported by a long experience of eff- 
cient civil service (68, 212) 

He did not find, as he might have found, in the Supreme Court of the 
United States an American substitute for the traditions and humane cop- 


siderations which he found in England. The Court’s theories of value place 
foremost the public welfare, equality of opportunity, equality of bargaining 


power and fair competition, sp ecified by Hobson as the ethical corollaries 
to be derived from Ruskin’s dese values.” And the Court could not have 
made these ethical values precise enough for the decisions of disputes except 
for its monetary units of measurement. Hobson might have criticized the 
Court, yet the history of its changing decisions is a chapter in the ‘‘evolu- 
tionary ethics’’ which he substitutes for the revolutionary economics of Karl 
Marx. 


The grounds for his rejection of the Marxian interpretation of history 
were first discovered by Hobson in the early nineties in his Evolution oj 
Modern Capitalism (35). In that book he had “ignored all theory that did 
not present itself in the actual processes” which he studied, and the book, as 
is well known, became more authoritative than Marx. It laid the founda- 
tion for “the rdle played by modern machinery and power in enlarging 
the productivity of industry, increasing the importance of the employer, 


the organizer and the owner of capital in the economy of labor and the 
control of markets.’ But, in explaining thereby the emergence of “a new 
proletariat,” the book confirmed, for his subsequent writings, his primary 
heresies of over-saving and the immorality of the competitive capitalist 
system. 

The outcome of his ‘humanist economics” is a combination of public 
ownership and operation of standardized and key industries, voluntary co- 
operative enterprise in others, and private business enterprise in unmecha- 
nizable industries like agriculture and those which appeal to individuality in 
consumption. 

JOHN R. COMMONS 

University of Wisconsin 
Expectations, Investme ind Income. By G. L. 8. SHACKLE. (New York: 

Oxford Univ. Press. 1938. Pp. 119. $2.75.) 


This book is consid 


bly more important than its size might suggest 
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By focusing his attention upon the central aspects of the cycle, by omitting, 
for example, consideration of international and agricultural phases of the 
problem, Mr. Shackle has developed a thorough, precise, and at the same 
time concise, analysis of the business cycle. 

The foundation for his theoretical structure is Mr. Keynes’s General 
Theory of Employment, Interest, and Money. The analysis proceeds through- 
out in terms of variations in expectations, investment and income. The up- 
ward movement is explained by the multiplier principle and a slightly modi- 
fied form of the principle of acceleration. In the explanation of the crisis, 
due attention is given to the tendency for construction costs to rise, the 
occurrence of “‘bottle-necks,”’ and the rise in the rate of interest. The multi- 
plier principle again comes into play, with reverse effect, in the downward 
movement. Finally, when stocks are no longer declining and repair and 
renewal outlays become unavoidable, recovery is induced by the progress of 
invention, changes in taste, population changes, favorable political events, 
1 some similar circumstance. 

To this familiar analysis, ably presented, Mr. Shackle contributes two 
additional and quite original hypotheses as a part of his explanation of the 

1. When a businessman has completed a large extension to his plant, he 
is unlikely to undertake a further extension until he has become accustomed 
to his new situation and has solved the new managerial problems connected 
therewith. Since in the boom period many such entrepreneurs will be en- 
gaged in making substantial extensions to their enterprises at about the same 
time, the individual breathing spells are also likely to come at about the 
same time. 

2. The multiplier effect in the boom period maintains the rate of invest- 
ment at a high level because each increment of investment is followed by 
a further wnex pected improvement in the yields of existing equipment. Now, 
Mr. Shackle points out, when this process has continued for some time, 
businessmen may come to expect these increased yields and may push up 
their speed of investment accordingly. But if this happens, the speed of in- 
vestment will not thereafter increase in response to the increase in yields. 
Hence the increase in the rate of investment will be checked, and the 
emerging yields will fail to rise at the rate expected. The decline in the 
acceleration of investment will then be followed by a decline in the rate 
of investment itself. 

This elaboration upon the multiplier principle is important. Furthermore, 
as Mr. Shackle points out, it is also applicable, in reverse form, to the 
explanation of the lower turning point in the cycle. 

There are other interesting points as well: the explanation of the rapidity 
of the downward movement by reference to the cyclical behavior of the 
marginal propensity to consume; an excellent analysis of the theory of in- 
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vestment, avoiding use of the confusing concepts of user cost and supple. 
mentary cost; and an equally good analysis of changes of expectations, 

The weak points are the chapters on “Inventions” and “The rate of 
interest.” Discussion of the former topic is weak for the same reasons that 
economists’ analysis of inventions has always been weak. The author's dis- 
cussion of the theory of interest carries the virtue of brevity too far. The 
theory he presents is Mr. Keynes’s, but it is not so good. Mr. Shackle be. 
lieves that the chapter “may help to clear up the difficulty between Mr. 
Keynes and the ‘Ohlin school’. . .”” but I am afraid he has contributed 
little to this end. 

One “rather startling conclusion’ which follows from his analysis of the 


speculative motive must be mentioned: “. . . uncertainty about the future, 
expressed in the existence of a positive rate of interest, zs itself an autono- 
mous cause of change.” (P. 52; italics his.) The analysis leading up to this 


conclusion is fascinating; but there is nothing startling about the conclusion 
itself if it is remembered that the assumption is here made that the specula- 
tive motive is the ov/y circumstance affecting people’s decisions to hold cash 
or securities. If the only determinant of the rate of interest is assumed to 
be people’s expectations as to the future behavior of the rate of interest, it is 
not surprising to arrive at the conclusion that fluctuations in that rate must 
be erratic, and furthermore must themselves be causes of further erratic 
fluctuations in that rate 


B. F. 


Stanford Universit) 


Consumers’ Credits and Unemployment. By J. E. MEADE. (New York: 
Oxford Univ. Press. 1938. Pp. vii, 115. $2.00.) 

From the numerous schemes for economic reform submitted in his Eco- 
nomic Analysis and Policy, Meade has picked consumers’ credits as most 
deserving of a wider circulation. No reader will be at odds with the motive 
for circulating more widely a plan for removing unemployment, whatever 
misgivings he may feel as to the plan’s merits. The misgivings, it may be 
surmised, will be most poignant in those readers, either among the laymen 
or economists, who, for bad reasons or good, are suspicious of monetary 
remedies for unemployment. 

Consumers’ credits are only one part of Meade’s program to remove 
unemployment, but in his opinion they are a crucial part. The depression 
unemployment that the program aims to eliminate is held to originate ina 
decline in the production of capital goods. To restore the production of 
capital goods to its pre-depression volume, a low interest policy supple- 
mented by expenditures on public works is thought necessary. However, the 
restoration will be especially difficult if, in the meantime, purchases of con- 
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sumers’ goods shrink. Consumers’ credits are expected to prevent this in- 
hibiting shrinkage and thus to facilitate the appropriate banking and public 
works policy. 

As in his Economic Analysis and Policy, the author prepares a detailed 
plan by which his idea could be applied in Great Britain. In addition, he 
illustrates the operation of the plan by an estimate of the maximum cost 
that would have been incurred had the plan been in effect during the last 
depression. The plan proposes that consumers’ purchasing power be main- 
tained, whenever the index of unemployment rises above normal, by small 
weekly gifts of new money from the government to some 35,000,000 con- 
sumers. Whenever the index sinks below normal, the new money will be 
retired from circulation by a tax. The tax is the safeguard against a progres- 
sive inflation. 

Meade takes notice of several obstacles that might appear to impede the 
successful operation of his plan. One obstacle that he does not notice is the 
undesirable effect that the payment of consumers’ credits may have on the 
production of consumers’ goods. Apparently he presumes that neither losses 
nor unemployment will appear in the production of consumers’ goods if 
the total of money spent for these goods is kept constant by the issue of 
new money. His presumption would be correct were the same goods bought 
after the issue of credits as were purchased before the unemployment began. 
But plainly the same goods will not be bought. The purchasing power that 
during prosperity was concentrated in the hands of those producing capital 
goods will be scattered among 35,000,000 when unemployment appears. 
The outgrowth of the changed distribution of purchasing power will be 
losses in the production of some consumers’ goods and higher profits in the 
production of others. One consequence of the mixture of depression and 
prosperity will be a quantity of unemployment which will, in part, offset 
any employment gained in the production of additional capital goods. A 
second consequence will be the failure of the credits to prevent an immedi- 
ate fall in the demand for capital goods. The demand of the producers who 
are taking losses will certainly fall, while the demand of the producers 
operating at a profit will not rise since their profits are manifestly im- 
permanent. To the extent that the demand for capital goods is not sustained 
the credits fall short of their cardinal purpose. 

A graver drawback, since it would be more difficult to correct, is the like- 
lihood that the tax would not retire sufficient money to prevent a continual 
tise in prices. The author refrains from an analysis of the conditions under 
which the issue of credits during depression would exceed the tax collected 
in periods of prosperity. He merely supposes that the excess would be slight 
in any case and that, were the consequent rise in prices inexpedient, it 
could be neutralized by a proper policy of the Bank of England. But, in- 
stead of permitting a rise that the Bank could reverse, the plan would seem 
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perforce to stop the Bank in amy attempt to decrease the amount of money. 
In terms of his own argument, unemployment would follow when the Bank 
began to deflate. The unemployment would mechanically start a flow of 
consumers’ credits which would increase the amount of money and thus 
nullify the policy of deflation 

Obstacles like these do not mar the pertinence of Meade’s insistence 
that immediate steps be taken at the start of a depression to prevent a 
decline in consumers’ purchasing power. Nor do they imply that the steps 
ought not to be in the unorthodox direction of payments of new money to 
consumers. Instead they indicate only a necessity for alterations in a plan 
which, were it made feasible, would have the highest practical value. 

R. S. Howey 

University of Kar 

Das Problem der § konomischen Synthese. By JOHAN AKERMAN. 
(Lund: Gleerup. 1938. Pp. 329.) 


This book must have been difficult to write; it is difficult to read, espe- 


cially for review. The author sets up, as a prerequisite to an understanding 
of it, a knowledge of classical, neo-classical, mathematical, and business- 
cycle economics, as well as most of the assignments of sociology. The te- 
viewer is tempted to warn those who are not familiar with the related social 
sciences, particularly philosophy and psychology. 


The title promises a discussion, not necessarily a solution, of the problem 
of a synthesis of social economic theory. The theses that are to be synthe- 
sized are the equilibrium-economics, the dynamic (zeitékonomische), and 


the sociological. To each of these one long chapter is devoted. 

The equilibrium thesis is static and abstract. Given a number of proposi- 
tions, say a set of demand and supply schedules, and the conclusion of a 
definite price follows as a necessary consequence. But the data are arbitrary, 
however closely it may be attempted to have them correspond with reality, 
and the result is unrealistic. The author finds this method of analysis in- 
adequate but, apparently reluctantly, finds it indispensable. It yields in 
result only what was put into it to begin with—an interesting exercise in 
logic. Its timelessness renders it incapable of disclosing causal relationships 
in a stream of events, since time is the essence of causation. 

In contrast, the dynamic thesis, best exemplified in business-cycle studies, 
is adapted to the disclosing of causal relationships. Its data are empirical, 


based upon observations. The causal analysis proceeds with the selection of 
standard series (since the data are too numerous and unequally important), 
dispersion, rates of acceleration, points of inflection, correlation, periodicity, 
and other statistical devices, to disclose what ‘‘determines the variations in 


the on-going economy.” One defect of this procedure is the disposition of 
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investigators to convert the statistical series into mathematical functions, 
whereby the causal analysis is divorced from reality and pro tanto acquires 
the attributes of the equilibrium analysis. But the worst defect is the fact 
that the demonstration of causation involves time, say ten or fifteen years, 
whereby the analysis is rendered partly useless for the interpretation of cur- 
rent events, and as a guide for their control. 

Because neither of these two theses can disclose anything about the 
“driving forces” in a stream of events, the sociological thesis is required. 
These forces operate chiefly through group action, guided by group inter- 
ests, as realized. The final moment in the socio-economic analysis is the 
human will. 

But there is really no synthesis, nor can there be one, according to the 
author, in the sense of the unification of the three theses set up, or the two 
methods of analysis, the causal and the alternative. If this conclusion is 
correct and final, then the primary interest of the book, save to the few who 
revel in methodological speculations, will be found in its by-products, 
which are many and interesting. 

JENs P. JENSEN 

University of Kansas 

NEW BOOKS 


ALIHAN, M. A. Social ecology: a critical analysis. (New York: Columbia Univ. 
Press. 1938. Pp. xili, 267. $2.75.) 

Amoroso, L. Principii di economica corporativa. (Bologna: Zanichelli. 1938. 
Pp. xix, 367. L. 30.) 

The author of the standard treatise on mathematical economics (Lezione di 
Economia Matematica, Bologna, 1921) presents in this new volume a re- 
vised, nearly non-mathematical, treatment of the same subject. 

Problems of “economic equilibrium” are treated on classical lines of Walras 
and Pareto without substantial changes, but with some greater emphasis on 
monopolistic forms. The first part of the book, devoted to the monetary 
theory of prices, gives prominent place to theoretical and statistical analysis 
of economic fluctuations—the author may be considered to be one of the 
originators of the dynamic explanation of cyclical movements based on time 
lags. The entirely new Book III deals with problems of the corporate state 
“as a mystical entity and as an organization.’’ Professor Amoroso is strongly 
devoted to the new regime and occupies the prominent position of the presi- 
dent of the Institute of Political Economy and Finance at the University of 
Rome. He gives a concise, authoritative interpretation of the official point of 
view on the subject. 

WAssILy LEONTIEF 


BEER, M. Early British economics from the XIIIth to the middle of the XVIIIth 


century. (New York: Macmillan. London: Allen and Unwin. 1938. Pp. 250. 
$3.25.) 


Boynton, P. H., GipgoNsE, H. D., AND HANSEN, A. H. The economics of 
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pump-priming: a University of Chicago round table broadcast. (Chicago: Uniy, 
of Chicago. 1938. Pp. 12.) 

Bye, R. T. and Hewett, W. W. Applied economics: the application of eco. 
nomic principles to the vlems of economic life. 3rd ed., rev. (New York: 
Crofts. 1938. Pp. » $3.75.) 

“There is a new chapter on social security, instead of the former chapter 
on unemployment, and the chapters devoted to business cycles and to com. 
munism and fascism have been largely rewritten. Elsewhere, increasing atten- 
tion has been paid to the growth of industrial concentration, the new labor 
situations developed by the rise of the C.I.O. and the National Labor Rela. 
tions Board, and the control of exchanges by the Security and Exchange Com- 
mission. There is also ; vy discussion of the changes in our banking system 
wrought by recent | lation, the ideas of the ‘neutral money’ school, agri- 
cultural crop control, the growth of trade barriers, especially of exchange 
control, new revenue legislation, and the development of such governmental 
ventures as the Tennessee Valley Authority. In addition, statistics and charts 
have been brought up to date wherever possible.” 

CHAMBERLIN, E. The theory of monopolistic competition: a reorientation of the 
theory of value. 3rd Harvard econ. stud., vol. 38. (Cambridge: Harvard 
Univ. Press. 1938. P} $2.50.) 

ELLswortTH, P. T. Interna il economics. (New York: Macmillan, 1938. Pp. 
xiii, 529. $4.) 

FERGUSON, J. M. Landmarks of economic thought. (New York: Longmans 
Green. 1938. Pp. xvi 5. $2.) 

GiwEoNsE, H. D., HANSEN, A. H., and Jacosy, N. H. Purchasing power and 
prosperity: a University of Chicago round table broadcast. (Chicago: Univ. of 
Chicago. 1938. Pp. 12.) 

HasEK, C. W. Princip! f nomics. (New York: Prentice-Hall. 1938. Pp. 
xiv, 643. $3.50.) 

INNIs, H. A., editor. / in political economy in honour of E. J. Urwick. 
(Chicago: Univ. of Chicago Press. Toronto: Univ. of Toronto Press and 
Maurice Cody Found. 1938. Pp. xl, 236. $2.50.) 

JANZEN, C. C. Everyday terms in economics. (Chicago: Thiessen Printing Corp. 
1938. Pp. 75. 35¢.) 

LescurE, ]. Des crises générales et périodiques de sur production. Tome et Il. 
(Paris. Domat-Montchrestien. 1938. Pp. xvi, 445; 453-702. 100 fr., les 
deux tomes.) 

MEADE, J. E. Introdu ‘o economic analysis and policy. Am. ed. edited by 
C. J. Hircn. (New York: Oxford Univ. Press. 1938. Pp. xvii, 428. $2.50.) 

Mob in, G. M. and MclIsaac, A. M. Social control of industry. Econ. and soc. 
inst. vol. iii. (Boston: Little, Brown. 1938. Pp. x, 499. $1.40.) 

The essential part book concerns itself with four major industrial 
divisions, each wit! lar characteristics which may necessitate some sort 
of social interventiot ) Manufacturing gives rise to the problem of monop- 
olistic competition; (2) the agricultural and natural-resource industries can- 
not always depend mpetition to produce desirable results; (3) transpor- 
tation and (4) publi ties are the two divisions of industry in which un- 


regulated competition has long ago given way to government intervention. 
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One of the purposes of the book is “to evaluate the problems of effective 
social control and the techniques that may be employed to carry that control 
into effect” (p. 6). The alternatives of public policy, according to the authors, 
are four: (1) to rely upon the self-regulation of industry through organized 
business groups; (2) to accept and regulate private monopoly; (3) to sub- 
stitute state and codperative enterprise for private enterprise; (4) to pre- 
serve and enforce competitive conditions (p. 458). The possibilities and diffi- 
culties of each of these alternatives are briefly considered ; and in the concluding 
chapter the authors state: “It is clear from the most superficial examination 
that no one of them alone affords an easy solution of the problem. . . . The 
problem of policy therefore resolves itself virtually into a selection of the 
course of action that will involve the minimum of disadvantage, and at the 
same time will give the greatest possible protection to the interests of the 
entire community” (p. 469). 

Presumably something more definite than this should emerge from a book 
devoted to social control of industry—a book in which the authors promise 
to evaluate the problems of effective social control. It may be quite true that 
“no one of them [major alternatives of social policy} alone affords an easy 
solution of the problem.’’ Nevertheless, one expects that in a study of this 
kind some central position, though it be one subject to many exceptions, will 
be worked out. One can agree with the authors that “diversification and flexi- 
bility of social policy seem to be desirable” ; but too much diversification and 
flexibility mean no social policy at all. 


Harry HENIG 


Prrou, G. Les théories de l’équilibre économique: L. Walras et V. Pareto. 2nd 
ed. (Paris: Domat-Montchrestien. 1938. Pp. 465. 85 fr.) 

Rosey, R. W. Purchasing power: an introduction to qualitative credit control 
based on the theories of Stephen A. Colwell. (New York: Prentice-Hall. 1938. 
Pp. xiii, 163. $2.50.) 

ScHULTZ, H. The theory and measurement of demand. (Chicago: Univ. of Chi- 
cago Press. 1938. Pp. xxxi, 817. $7.50.) 

SELSETH, N. H. Basic economics. (Philadelphia: Dorrance. 1938. Pp. 248. 
$2.50.) 

This popular treatise consists of a series of discussions covering unemploy- 
ment, pensicns, taxation, the New Deal, the gold standard, the employment of 
married women, debts and reparations, banking, the farm problem, tariffs, 
and prison labor. The panacea for the difficulties arising from these problems 
is an equal division of labor time among the available supply of man power. 

BD. L. 


SHARIF, M. M. A critique of economics. (Simla: Fine Art Printers. 1937. 
Pp. 39.) 

In this essay traditional value theory is criticized for disregarding moral 
ends and accepting the psychological fact of desire as the source of value, 
thus unduly emphasizing commodities and neglecting conscious experience 
and ultimate goods. It is insisted that needs may be more important than 
desires; hence value theory should be drawn from ethics rather than from 
psychology. The latter may help to explain particular economic laws, but 
ethics alone can make possible valid conclusions regarding ultimate ends and 
the means to their attainment. 
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basic importance, in value theory, of the ideas of 
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JAMES E. Morrat 


Wissenschaft und Wirtschaft. (Berlin: Buch. 
48. Pr tO. ) 

from essays in honor of Dr. Schacht) contains 

scientific testament of the now almost octogenarian 

It is dedicated to “the young and youngest” 

principles of a future political economy” (p. 44), 

; the author writes, are not new. “I have contended 
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changes in money and adoption of a managed economy) on economic fluctua- 
tions. 


R. F. ForRSTER 


Waras, L. Abrégé des éléments d’économie politique pure. Rev. by GASTON 
Lepuc. (Paris: Lib. Gén. de Droit et de i sane: ol 1938. Pp. 395.) 

Gaston Leduc elected to have the Abrégé published for the first time in 
preference to a reissue of the fourth and Hef nitive edition of the Eléments 
d'Economie Politique Pure. The Abrégé, which Walras left among his un- 
published manuscripts, was a final attempt to popularize the E/éments. Walras 
had correctly ascribed a part of the neglect of the E/éments to its mathematical 
dress, but evidently he had been restrained from substituting a non-mathematical 
cloak by his conviction that pure economics was strictly a quantitative and, 
hence, mathematical study. por re a he could hope to draw readers only 
by employing simpler, more widely understood mathematics. To this end he 
first published several geometric demonstrations of his equilibria, and later 
joined them to the Eléments as an appendix. The Abrégé aimed to perfect the 
simplification by omitting sections of the Eléments that would perplex a 
reader inexpert in mathematics. In more detail the Abrégé was prepared by 
removing approximately 140 pages of the Eléments and inserting a few transi- 
tional pages, by incorporating the geometric explanations in the text, and by 
transferring a dozen pages on money from the Etudes d'Economie Politique 
Appliquée. Walras did not use the occasion to augment, amend or refine his 
theory. 

The main benefit from the publication of the Abrégé resides in the addition 
it makes to the works of a writer important in the history of economic thought, 
rather than in the expectation that it will achieve tardily the purpose of its 
author. Even had the Abrégé been published earlier it is doubtful if Walras’ 
ideas would have been sensibly popularized, for Walras quite possibly over- 
estimated the ability of those with slight mathematical training to interpret 
an essentially mathematical explanation howsoever simplified. The over- 
estimation seems likely since the only mathematical simplifications undertaken 
in the Abrégé were (1) the substitution of geometric for analytic solutions 
of some, but not all, of the equations, and (2) a gloss over the small amount 
of calculus found in the Eléments. It is doubtful if these changes would 
vouchsafe an understanding of Walras to many who are unable to read the 
Eléments; and those who could read both books ought to prefer the more 
precise and characteristic exposition of the Walrasian equilibria that the 
Eléments contains. 

R. S. Howey 


WiLtiaMs, J. B. The theory of investment value. (Cambridge: Harvard Univ. 
Press. 1938. Pp. xxiii, 613. $5.) 

Wootton, B. Lament for economics. (New York: Farrar and Rinehart. 1938. 
Pp. 320.) 

The title of this book results from Barbara Wootton’s observation that 
there can seldom have been an age in which the public at large placed a 
lower estimate on the usefulness of professional a a of economics” (p. 
14). One of the six chapters, is devoted to a demonstration that economics 1s 
not a science, is a product of the unreality and unintelligibility of economic 
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theory as expounded by economists who quarrel too frequently among them. 
selves and who are often justly accused of being merely unimaginative pleaders 
for the preservation of the status quo. The author discusses each of these four 
separate charges in this “essay” that is written in a spirited, gossipy, half 
serious, half amused manner. This is a very personal book with the personal 
pronoun “I” used seven times in one sentence on page 190. 

With the recent growth in the popularity of attacks on the economics of 
planning one would expect the author of Plan or No Plan to answer the lead- 
ing arguments of the best known critics of planning—von Hayek and von 
Mises. The critics are answered here but not in a systematic way; for that is 
not the purpose of the Lament. After reading these men the author still be- 
lieves, and this is really the crux of the whole matter (presented in former 
decades as the conflict between ethics and economics), that she... 

. cannot help thinking that the fertility and value of economic studies 
depends upon a ruthless disregard of present boundaries and definitions. 

If anything of substantial utility is to come out of the economist’s work, 

he must be aliowed to poke his nose into questions of the quality of social 


ends, and of the means by which these are formulated. He must retain 
his freedom to be as sceptical as he thinks proper about market optima” 
(p. 261). 


The book contains many constructive ideas, especially in the last chapter, 
‘Towards a new foundation”; it contains excellent chapter summaries. There 
is much good laughter as well as tears in this Lament. Barbara Wootton even 
formulates a definition of an “economist” that every “economist” will want 
to know about for purposes of self-protection. 


JAMES McCRrEARY 


Cowles Commission for Research in Economics: report of fourth annual te- 
search conference on « nics and statistics, July 5 to 29, 1938. (Colorado 
Springs: Cowles Commission for Res. in Econ. 1938. Pp. 106.) 


Economic History and Geography 


An Island Community Ecological Succession in Hawaii. By ANDREW W. 
Linb. (Chicago: Univ. of Chicago Press. 1938. Pp. xxii, 337. $3.00.) 
From an economic and sociological standpoint the Territory of Hawaii 
is probably the most interesting community under the American flag. Its 
history comprehends several completed cycles of development compressed 
within the short record of a century and a half; its population is one of the 
most diversified yet harmoniously interrelated in the world; its economy 1s 
a laboratory specimen of adaptation to physical and political environment, 
and, with due allowance for changed time and circumstance, its civic ad- 
ministration has been almost Periclean. No wonder it has tempted the pro- 
fessor of sociology at the University of Hawaii to apply his calipers and 
computations to its dimensions 
After an introductory chapter to focus the picture and a short account of 
Polynesian feudal subsistence economy at the time of discovery, the author 
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describes the beginning of individual ownership of land, its rapid aliena- 
tion by the natives, and the appearance of new land uses, parallel with the 
coming of competing races and the ensuing biological struggle for survival. 
Western economic impacts started with a trade invasion accompanied by 
robbery of the forests for sandalwood and of the sea for whales, and have 
ended with the rise of cane and pineapple plantations which are technically 
the most efficient instruments of agricultural production hitherto devised. 
These determined the capital structure of the Territory and intrenched 
Caucasians in control of its resources. But they also brought in successive 
waves of imported labor and built up a predominantly Oriental population. 

Now after reaching labor saturation, Island society is attaining maturity, 
age and sex ratios are approaching normal, and workers are increasingly 
native born. Intermarriage, the gradual obliteration of racial boundaries in 
occupations, and the unifying influence of the public schools and the Eng- 
lish language are making a new Hawaiian people—a subtype of continental 
Americans. The author cites as ‘‘typical of the evolving residential pattern 
of the community” a new suburban home development where three Cau- 
casians, four Chinese, four Portuguese, one full Hawaiian and two part 
Hawaiian families are immediate neighbors. Some marginal lands are being 
diverted from plantation to subsistence crops, “but the further stabilization 
of Island economy appears to involve no violent withdrawal from plantation 
production.” In spite of the traditional paternalism of the plantation sys- 
tem ‘the population of Hawaii has acquired an increasing experience in 
democratic modes of thinking and acting,” and capacity for political self- 
direction. Even “the electorate of Japanese ancestry, which may sometime 
during the 1940s cast as high as 35 per cent of all the votes, responds like 
all other racial groups to the varied political interests of the region.’” The 
diverse origins of the people may show themselves longest in subtler things 
than economic and political institutions, and for many years to come “Ori- 
ental, Polynesian and European cultures, in attenuated and modified forms, 
will persist alongside the neo-American pattern of life and add color and 
interest to the Island scene.” Yet these changes proceed in such rapid suc- 
cession that many of us have seen several of their stages. They are fasci- 
nating to watch and they carry lessons of more than insular application. Like 


Archimedes among his circles, however, the author ignores the soldiers at 
the gate. 


Victor S. CLARK 
Washington, D.C. 


An Economic History of Modern Britain. Vol. U1. Machines and National 
Rivalries (1887-1914) with an Epilogue (1914-1929). By J. H. 
CLAPHAM. (New York: Macmillan. Cambridge: Univ. Press. 1938. 
Pp. xv, 577. $7.00.) 
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1938 
Professor Clapham is to be congratulated on the completion of this the 
third volume of his series on the Economic History of Modern Britain No 
(since 1820), which, especially when taken with his outline of the Eco. remal 
nomic Development of France and Germany, 1815-1914, constitute a first- 
rate achievement—the work of over twenty years. All students in the field Ha 
are aided vastly by his efforts 
This third volume covers much the same sort of material as the other ba 
two—manufacture, agriculture, commerce, communications, and companies, ) 
both codperative and non-codperative. The chapters on business conditions Th 
and the competitive international position, economic activities of the state, pom 
and life and labor will prove useful to a great many scholars. cantil 
The sources used are the Economist and other journals, monographs, count 
government reports, and memory. How refreshing to read a book on eco- low a 
nomic history which is even partly drawn from life! We as scholars have cantil 
forgotten that somebody at some point must do the hazardous thing of tropic 
putting down on paper for the first time a fact or a generalization. moth 
Reviewing books is like going to church on Easter Sunday: we have a im 
rare opportunity to criticize. I find the lack of a pattern for the whole vol- wel 
ume a fault, minor but real. The pattern might have come in chapter 5 wabe 
entitled “Commercial and industrial organisation.” As it stands, the chap- ‘ee 
ter is a medley of banking, stock exchange, insurance, associations, and factus 
trade unions. Here was an opportunity to give to the period 1887-1914 its to the 
chief distinction—the financial hegemony of Great Britain. As the author itself 
points out (pp. 71, 292), Britain was losing in the competitive economic tariff 
race. Though not decadent by 1914, her pace was slowing up and she was the g 
being outdistanced by Germany and the United States. tured 
I find it hard to understand the lack of emphasis on profits in any treat- estab] 
ment of a period when profits were still the dominant consideration. On — 
the other hand the demand for social security receives ample attention. const 
The choice of the period covered is not without some justification. It colon 
followed the Great Depression of 1873-86 and it preceded the Great Th 
War. Without arguing the point, I should suggest 1897-1920 as more indus 
appropriate because it constituted an upward secular trend in prices wit sen 
all the attendant and concomitant results. sisi 
The three volumes, and this third volume in particular, are a typically ae 
realistic performance of a North Briton, not so brilliant in broad generaliza: we 
tions as suggestive and judicious in particular fields. Little bits of unexpected sab 
humor peer out at odd places and sallies of wit sparkle at otherwise dull Th 
moments. Here is no Little Englander but a Briton who observes how — 
Liverpool trades with the world and Manchester manufactures for it. It 1s of inl 
too bad that he does not explain at length how London does the financial auth 
work of the world. ' by co 
trade 
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Not a textbook, this work is a rich fountain for historians. It will long 
remain a reference book for economists and sociologists. 


N. S. B. Gras 
Harvard University 


The Colonial Problem: An Economic Analysis. By GIUSEPPE UGO Pap. 
(London: P. S. King. 1938. Pp. 70. 4s. 6d.) 


The distinctive characteristic of both the first and second phase of Euro- 
pean colonial expansion—the first determined by the principles of mer- 
cantilism and the second by the industrialization of mainly agricultural 
countries—consisted in the search of profitable investments that yielded too 
low an interest rate in the mother countries. Long experience with the mer- 
cantile phase of colonial expansion has shown that the exportation of 
tropical products solely to the mother country is detrimental to both the 
mother country and the colonies. 

In the industrial phase of colonial expansion it was because of two bar- 
riers—a fall in the price of agricultural products on the international mar- 
ket and an increase in the cost of production—that the old countries were 
prevented from exporting agricultural produce in exchange for manu- 
factured goods. Each country therefore limited its production of foodstuffs 
to the supply necessary for home consumption, and was forced to protect 
itself from the invasion of foreign produce at lower prices by means of 
tariff barriers. While the lesson of the fall in the price of foodstuffs led to 
the growth of protective tariff barriers, the decreasing costs of manufac- 
tured goods, owing to the requirement of each country, called for the 
establishment of free trade. Thus economic nationalism under the aegis of 
mercantilism, the alternative rise of protective measures and free trade, all 
constitute so many different aspects of the exportation of capital to the 
colonies. 

The actual period of free trade was shortened as a result of the increasing 
industrial progress of the United States and Germany in competition with 
Great Britain, the first to reach the industrial goal. The ensuing struggle 
for economic supremacy between the most progressive countries by the 
weapons of competitive barriers, especially aggravated by the World War 
and its aftermath, led capitalistically poor countries to enter the third phase 
of colonial expansion, that of a still more radical form of protectionism. 

The bulk of the book relates a critical theoretical review of the problem of 
colonial economy in the light of the conceptions advocated by the students 
of international trade from Adam Smith down to Professor Haberler. The 
author in supplementing the existing body of theory on international trade 
by connecting it with the fluctuations of national incomes finds that foreign 
trade is most directly beneficial to the national economic structure during 
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periods of depression. When international trade as a corrective to the fluctua- 
tions of national economic structure has reached its point of saturation, the 
expedients adopted for checking the decline of national incomes leads to 
negative results. It is balanced trade, the ultimate aim of protectionism, that 
is responsible for the ever-increasing impoverishment of the national econo- 
mies of both “‘creditor’’ and ‘“‘debtor’’ countries. This wholesale impoverish- 
ment is the costly price paid for by economic national self-sufficiency. The 
yawning economic ‘‘grave,”’ which economic nationalism at any price entails, 
militates against the call for sanity borne of economic realities. 

The present colonial problem is a new form of the old difficulty as to 
the distribution of raw materials. There being no equal distribution of raw 
material throughout the globe, no country, whatever its size, can be com- 
pletely self-sufficient. Colonies are of little importance so long as foreign 
trade flourishes. They become of undue significance only when nationalism, 


and above all economic nationalism, reaches insane and self-defeating di- 
mensions due to the war of protective tariff barriers. 
The rabid growth of economic nationalism on the part of “debtor” 


nations, while due in no small degree to the unreasonable policies of the 
more wealthy nations, represents a serious menace to all national economies. 


Sanity in national economy and world affairs thus rests in the reduction of 
trade barriers, in the facilitation of international trade; a view seen most 
clearly by our Secretary of State, Cordell Hull. The solution of the menace 
of supernationalistic economic totalitarianism lies thus in the hands of the 
great ‘‘creditor’”’ nations. By a resumption of international trade on a large 
scale. the romantic inanities of fascist and nazi countries will be relieved 


of their poisonous fangs 
HERMAN HAUSHEER 
Spokane, Washington 


NEW BOOKS 


BENSON, A. B. and HEDIN, N., editors. Swedes in America, 1638-1938. (New 
Haven: Yale Univ. Press, for the Swedish American Tercentenary Assoc. 1938. 
Pp. xvi, 614. $3.) 


Thirty-seven authors have written 39 chapters dealing with various aspects 
of Swedish contributions to American life. With one exception, the authors 
themselves belong to the category of ‘Swedes in America”; the introduction 
is by Henry Goddard Leach, the editor of Forum. The chapters which are of 
special interest to students of economic and business history are: “Colonists” 
by Amandus Johnson; “Farmers” by Eric Englund; “Pioneers of the North- 
west” by A. A. Stomberg; ‘“Geographical distribution” by W. Elmer Ekblaw; 
“Inventors” by J. Liljencrants; “Engineers” by L. E. Widmark; “Architects 
and builders” by C. T. Larson; “Manufacturers” by B. Peterson; “Business 
men” by G. Sundeli ind “Imports and importers” by V. O. Freeburg. 

Ekblaw points out that 57 per cent of the Swedes in the United States live 
in the North Central States. In Minnesota, one of every ten of the total 
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population, and “one of every five of foreign stock, is Swedish, by birth or 
parentage” (p. 115). Especially enlightening is the chapter on “Inventors.” 
The list of names and inventions is long, from John Ericsson (the screw 
propeller) down to Sundstrand (the adding machine), Bendix (the self- 
starter), Alexanderson (the field of wireless), Johansson (precision instru- 
ments), and Sundbiack (the zipper). 

The book is replete with authentic information. The selection of material— 
a difficult but important task in a one-volume work of this character—is well 
done, and the presentation is logical and readable. A good index enhances the 
usefulness of the book. 


S. A. ANDERSON 


BocaRrT, E. L. Economic history of the United States. 1938 ed. (New York: 
Longmans Green. 1938. Pp. 664. $2.40.) 


A thorough revision, including the economic changes of the last decade. 


CarRILLO, A. Mexico’s resources for livelihood. (The Hague and New York: 
Internat. Industrial Relations Inst. 1938. Pp. 34.) 


The thesis of this pamphlet, written by a leader of the Mexican labor move- 
ment for the IRI Social Economic Series on the world’s natural resources and 
standards of living, is that foreign capital controls the resources of Mexico 
and prevents their development for the people’s livelihood. The importance of 
foreign capital in the development of mineral resources, transportation, com- 
munications, manufacturing, commerce, and banking is evident even in this 
brief discussion. The argument is made that foreign capital has taken wealth 
out of Mexico, that wages are still low, and therefore that foreign capital 
has not benefited the people of Mexico. It should be noted, however, that 
foreign capital pays the highest wages in Mexico and that Mexico’s resources 
would have been developed slowly, if at all, without foreign capital. Now 
| that foreign capital has been invested its confiscation may benefit the Mexican 

people immediately, but such gain will probably not offset the ultimate loss to 
Mexico, Much of the early development in the United States was made with 
foreign capital, to the material benefit of the standard of living. 
Although the major part of the pamphlet is devoted to the discussion of 
foreign investments in Mexico, it is stated that the future of Mexico depends 
upon the efficient solution of the agrarian problem through the development of 
? ejidal agriculture. It is of interest that by 1937 the people owning ejidos 

had about one-fifth of the agricultural wealth of Mexico. Concerning the 
collective experiment at La Laguna, it is stated: “If certain faults of a bureau- 
cratic type are corrected .. . this experiment will be a national success of untold 
importance.” The result thus far can hardly be called a success but it will be 
of interest to watch the future results because of the importance attributed 
to this experiment. 


RICHARD J. GONZALEZ 


Cuassery, E. Les illusions de Amérique en matiére de crédit de 1914 a l’expéri- 
‘ ence Roosevelt. (Paris: Lib. Technique et Economique. 1937. Pp. 307. 35 fr.) 
. In a study based largely on French secondary sources or French translations 

of foreign authors, Dr. Chassery has told the story of American inconsistency, 
€ 1914-1936: its attempt to collect war debts and maintain a large favorable 
| balance of payments. The prosperity of the 1920’s here and abroad depended 
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upon American credit expansion and the debacle came when American lenders, 
rendered uneasy by opments in Germany and Austria, tried to reduce their 
foreign commitments. That marked the end of reparations and inter-allied 
debts. Following the lead of France, all the other claimants on Germany, 
refusing to be victims ‘‘of an obvious injustice,’” ceased their payments to the 
United States. “After a period of reproach and recrimination the United 
States resigned itself t 1) inevitable situation without, however, abandoning 
its legal position” ( 5). “The contradiction between America’s financial 
and economic policy had borne its fruit. If it was bitter, it was just” (p. 236). 

This reviewer would not quarrel with Dr. Chassery’s general thesis. He 
too believes that the prosperity of the 1920's was built upon inflated credits and 
that American tariff policy played a major réle in the boom and in the sub. 
sequent collapse. His ef complaint is that the author found it necessary to 
use 300 pages to make the indictment. The treatment is cumbersome, repetitive 
and badly organized. The American statistical materials are quoted at second 
hand from French so The charts and tabular presentation leave much to be 
desired. 

While the author has judged American policy severely, it is only fair to 
say he has been equally aware of the inconsistency of French policy. From 
this point of view the book is to be regarded as a welcome addition to the 
French literature on American conditions and American policy. He would 
have further assisted | iblic to understand American debt policy if he 
had explained the political difficulty confronting any American administration 
that openly advocated adical solution of the inter-allied debt problem at 
a time when the countries concerned, face to face with a democratic and dis- 
armed Germany, were nding vast sums on armament designed to maintain 
an untenable status ¢ But of this Dr. Chassery appears himself to have been 
unaware, 

The book is divided into six chapters: international credits and transfers; 

the economic and financial position of the United States on the eve of the 
war; the financing of the European War by the United States; American 
credit policy, 1920-24; the revival of foreign investment and credit inflation, 
1925-31; from the Hoover debacle to the Roosevelt experiment. The author 
regards Roosevelt’s ts hal reélection as complete vindication of the eco- 
nomic soundness of his policies. He is convinced that the Americans under 
such a leader ‘‘certainly have no further expectation of seeing their foreign 
claims repaid” (p. 301)!! They have at last understood the advice of that 
eminent American publicist, Frank H. Simons, whose book, America Must 
Candel (!), he repeatedly cites and misspells. 

There is no index and no indication in his bibliography of the places and 
dates of publication of books used in this study. 

JOHN V. VAN SICKLE 

CREIGHTON, D. G. 7 il empire of the St. Lawrence, 1760-1850. 
(New Haven: Yale | ress. Toronto: Ryerson Press. 1937. Pp. vii, 441. 
$3.75.) 

DuBois, A. B. The En ess company after the Bubble Act, 1720-1800 
Pubs. of the Found. for Res. in Legal Hist., Columbia Univ. School of Law. 
(New York: Commonwealth Fund. 1938. Pp. xxii, 522. $5.) 

EINZIG, P. World fina ’.1938. (New York: Macmillan, 1938. Pp. vu, 


336. $3.) 
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This new volume by Dr. Einzig suffers more from the twin diseases of 
journalism and cynicism than his earlier surveys of world finance. The facts 
are many and the analyses, except for those bearing on the belief that the 
world is a very sinful place indeed, are few. 

The book purports to be an account of gold scares, currency misdemeanors, 
war and rearmament finance, and trade setbacks. But it might have borne the 
sub-title, “Inside the Gold Scare of 1937-1938.” Dr. Einzig believes that this 
earth was in a parlous state at that time, that the gold scare was a first cause 
of that state, and that a number of misguided people and institutions (who 
make strange bed-fellows) were responsible for that scare; among them 
President Roosevelt, Professor Sprague, the Soviet State, American banking 
circles, Professor Cassel, the French government, the Bank for International 
Settlements, and again President Roosevelt, who “bears a large share of the 
responsibility for the wave of pessimism that developed in the autumn of 
1937, since it was his anti-boom statement in March more than anything else 
that gave rise to the gold scare’”’ (p. 202). 

Some of the interpretations of American affairs are . . . unusual, shall we 
say? It is thought-provoking to read (p. 321) that ‘even in countries such as 
the United States, where politicians and economists have until recently paid 
lip-service to the necessity of balancing the budget, the idea has been dropped 
as a result of the decision to rearm.” (Italics the reviewer's.) 

But let us not be captious. The book contains a valuable record. And be- 
neath the bumper crop of facts and criticisms lie certain durable ideas. Dr. 
Einzig points to 1937 as the year of the rich men’s revolt in the democratic 
countries against government, Parliament and the electorate; and he considers 
it also remarkable as the year of the evidence of the supreme importance of 
the psychological factor in financial affairs. 


ALZADA COMSTOCK 


FRANK, T., editor. An economic survey of ancient Rome. Vol. 1V. Roman Africa, 
Roman Syria, Roman Greece, Roman Asia. (Baltimore: Johns Hopkins Press. 
1938. Pp. vi, 950. $5.) 

The present volume is a worthy companion to Volume III. Roman Africa, 
i.e., Tripoli, Tunis, Algiers and Morocco, is discussed by R. M. Hayward; 
Roman Syria, with Palestine and the adjacent parts of Arabia and Mesopotamia, 
by F. M. Heichelheim already well known bee his numerous contributions to 
the study of ancient economic history; Roman Greece (including Macedonia) 
by J. A. O. Larsen; and Roman Asia, i.e., Asia Minor, by T. R. S. Broughton. 
In all of these areas Roman expansion was activated almost exclusively by 
political rather than economic motives, and under Roman rule political con- 
siderations always carried the greater weight. Nevertheless, Roman conquest 
and Roman government both were attended by economic consequences of the 
greatest importance. 

Before the Roman occupation only a limited area in North Africa had ex- 
perienced urbanization or intensive agricultural exploitation. Through coloniza- 
tion from Italy and the pacification of the native tribes, Rome between 43 B.C. 
and A.D, 235 stimulated the rise of town life on a wide scale and developed 
the agricultural resources of the region to a point not yet attained in er 
times. Outside the urban territories, there grew up vast estates at first held by 
Roman nobles but later concentrated in the hands of the emperor. 

In Greece, Syria, and a large part of Asia Minor the Romans found the 
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highly urbanized Hellenistic society with a flourishing industry, commerce defin 
and agriculture. Under the Republic, partly through misgovernment, but mace 
mainly owing to the ravages of the wars of the last century B.C., Greece and 
much of Asia Minor were devastated to the point of exhaustion. The two 
and a half centuries of peace, orderly government, and freedom of intercourse 
provided by the Principate witnessed the gradual return of prosperity. This 
recovery was not due to Roman capital or Roman colonization, but to Roman 
support of Hellenistic institutions and the freedom of opportunity provided 
by an enlightened imperial policy. 
Urbanization was widely extended in the interior of Asia Minor and along 
the borders of the Arabian desert. In Greece, recovery was only partial, al- 
though Larsen shows that conditions were much better than currently believed. 
Asia Minor and Syria, however, in spite of local fluctuations did attain a high 


degree of prosperity. Everywhere conditions remained favorable well into 
the third century A.D., but then came a general collapse brought on by re- 


newed misgovernment, internal disorders, foreign invasions and plague. From wae 
this depression only a partial recovery was made in the era of Diocletian. 


A. E. R. Boak 


JACOBS 

GUERNIER, E. Pour une politique d’empire. (Paris: Felix Alcan. Paris, 1938, a 
Pp. 208. 30 fr.) 
This is a collection of articles on French imperial policy which have ap- pe 
peared in various journals together with some newspaper interviews and con- 9396 
tributions to learned societies. It is divided into two parts, theory and practice. ta 
It is concerned chiefly with problems of the maintenance or reéstablishment q 
of the prestige of France in her African possessions. Mr. Guernier thinks of Regt 
>restige not only in terms of military power but also in terms of economics, par 
science and moral values. He believes that since civilization progresses a0 
through the development of the peculiar genius of each race, peace between both 
the white and colored peoples should be sought, not in the suppression of wf 
racial differences, but in the codrdination of varying ideas fe diverse ac- ship 


these 


tivities. 

RALPH E. FREEMAN 

orig) 

The: 

HIGHLEY, A. E. The first sanctions experiment (a study of League procedures). liad 

Geneva stud., vol. ix, no. 4. (Geneva: Geneva Research Centre. 1938. Pp. 141.) siete 

Hopson, H. V. Slump a ecovery: a survey of world economic affairs. (New othe 

York: Oxford Univ. Press. 1938. Pp. viii, 484. $4.25.) Coo 

HutcHEsON, H. Tench Coxe: a study in American economic development. ms. 

(Baltimore: Johns Hopkins Press. 1938. Pp. ix, 227. $2.25.) extal 

This little book deals with the life of Tench Coxe, his efforts on behalf port 

of the federal Constitution, his early plea for a national economy based on by: 

manufactures, agriculture, and commerce, his efforts to promote manufactur- be ¢ 

ing and self-sufficiency during the Napoleonic wars, and his promotion of not 

cotton culture and manufacture. mate 
The work is carefully documented. It is based primarily on original sources, 
especially the printed works of Coxe and the manuscripts as found in Wash- 
ington, Philadelphia, und elsewhere. Both the author and the reader regret 
that the Coxe family collection of manuscripts was not available in the 


preparation of this book. No matter how careful the work of the author, no 
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definitive life of Coxe is possible unless based upon that collection. In these 
inaccessible manuscripts are the key to Coxe’s own writings (he often used 
a pseudonym), information about his part in the writing of Hamilton’s Re- 
port on Manufactures, and the whole background of Coxe’s business ac- 
tivity. 

Coxe was first a merchant in Philadelphia where he continued his father’s 
business, 1776-90. Then, he was an officeholder for the rest of his life. He 
was anti-British, eager for a strong economic basis for his country’s existence, 
and one of our earliest protectionists. Always in need of earning a livelihood, 
he was influenced first by his patriotism and then by his need for a job. Per- 
haps the summary characterization by an opponent is not so far wrong: he 
was “a wily, winding, subtle and insidious character.” 

We might remember that Coxe was the first to answer the challenge of 
Lord Sheffield that the former colonies could not exist alone, that he made 
the first industrial census of America, and that, as the author says, he was the 
first enthusiastic advocate of cotton culture. 

N. S. B. G. 


Jacopsson, P. Vergleich des Wirtschaftsaufstiegs in Grossbritannien, den Verei- 
" nigten Staaten und Schweden, 1932-1936. Kieler Vortrige 56. (Jena: Fischer. 
1938. Pp. 19.) 

Knoop, D., JONES, G. P., and HAMER, D., editors. The two earliest masonic mss.: 
the Regius ms. (B. M. Bibl. Reg. 17 A1); the Cooke ms. (B. M. Add. Ms. 
23198). (Manchester: Manchester Univ. Press. 1938. Pp. viii, 216. 12s. 6d.) 


The authors have prepared a very carefully edited critical edition of the 
Regius and the Cooke mss. Both texts have been transcribed and published a 
number of times in the course of the last hundred years, so that their general 
content is not in any sense new. None of the text editions, however, includes 
both; and the relations of the mss. to each other have not been worked out in 
any great detail. The present edition will meet all the needs of critical scholar- 
ship in the aspects of history, philology, and folklore that are involved in 
these materials, The introduction deals with the more general problems of the 
primary elements of the legends of masonry: the seven liberal arts and their 
origins, the history of geometry, the two pillars, and the four crowned martyrs. 
There is also a critical examination of the early mss. of masonic lore. It is 
clearly necessary to assume the existence of two distinct mss. prior to those we 
now have. One of these is represented in substance by the Regius ms. The 
other, giving a longer account of the legends, was used by the author of the 
Cooke ms. and combined with the older “short history” typified by the Regius 
ms. No less than five seventeenth-century versions of the Cooke ms. are still 
extant based presumably upon earlier emended versions now lost. The related 
portions of the text of the mss. are printed on opposed pages, so that the de- 
— of the Cooke ms. upon the early version of the “short history” may 
¢ clearly seen. Notes and glossary supply materials for critical study that have 
not hitherto been available in any convenient form; and on many points new 
material is added. 

A. P. U. 


LENp, E. The underground struggle in Germany. (New York: League for Indus- 
trial Democracy. 1938. Pp. 64.) 


Lewis, O. The Big Four: the story of Huntington, Stanford, Hopkins and 
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Crocker, and of the building of the Central Pacific. (New York: Knopf. 1938, 
Pp. xi, 418. $4.50.) 
This is a colorfully written collection of short a of the six men 


who founded and controlled California’s Central Pacific and (after 1865} 
Southern Pacific railroad system, the ““Octopus’’ made famous by Frank Norris 
a generation ago. It is the first history of the Big Four. The biographies are 
sketches of the type familiar to readers of the New Yorker magazine's “pto- 
files.’” The leisure class antics of the families of these railroad magnates, five 
of whom built palatial residences on Nob Hill in San Francisco, will delight 
Veblenites. A seventh chapter, “The iron horse,” portraying train travel condi- 
tions in the 1870's, is reminiscent of Seymour Dunbar’s writings. The last 
chapter, “Monopoly,” is a journalistic recital of the major scandals in which 
the railroad became involved while maintaining its controlling position. 
Theodore D. Judah, an eastern engineer of promise, and a fanatic on the 
subject of a continental railroad, persuaded four Sacramento merchants in 
1860 to put up most of the preliminary funds for a railroad line to what was 
soon Nevada. These practical business men—Leland Stanford, a wholesale 
grocer, Charles Crocker, a dry-goods dealer, and Mark Hopkins and Collis P. 
Huntington, partners in hardware—tregarded the project as a profitable route 
to the booming silver towns to the east. Judah had visions of a rail Northwest 
Passage that would | de between Europe and Asia across America. 
Only one of the Big Four—Huntington—had real ability. Vice-president 
Crocker, tirelessly overseered the actual construction of the Central Pacific. 
When laborers brought east from the coast at considerable expense deserted 
to go prospecting, he hired and later imported dependable Chinese coolies 
Thin, stubborn, parsimonious ‘Uncle’ Mark Hopkins was in charge of the 
financial details of t! poration. President Stanford, who served California 


as governor and later as senator, was the showman and the spendthrift. Hunt- 
ington, “a hard and cheery old man with no more soul than a shark” put in 


long hours managing the growing business. He wins the author’s respect be- 
cause, though unscrupulous, he was no hypocrite. 

The Big Four had one of the most effective monopolies in our history: they 
made agreements with competing steamship companies, got control of all 
wharfage space, and kept other transcontinental lines from obtaining a port 
terminus until 1900. By guarding and exploiting these advantages they were 
able to obtain a large part of the profit of every important business on the coast 
for about 40 years 

Mr. Lewis has collected his material from newspaper files, the Colton letters 
the papers of Alfred Cohen who was the railroad’s attorney, the manuscript 
statements of three of the Big Four collected by H. H. Bancroft in the 1880's 


and now in the Bancroft Library, and the Pacific Railway Commission hearings 
of 1887. 
DONALD L. KEMMERER 


LOANE, H. J. Indust 1 commerce of the city of Rome (50 B.C.-200 A.D.) 
(Baltimore: Johns Hopkins Press. 1938. Pp. 158. $1.50.) 

MapcE, S. J. The dor y of crown lands: a study of the legislation, surveys, 
and sales of royal estates under the commonwealth. (London: Routledge. 
1938. Pp. xvii, 499. 25s.) 

This is one of th vorks which are of more value to the research student 
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than to the general historian. It is the product of years of hard grubbing 
among the sources. In it are listed many of the older sources; and much new 
material has been unearthed and classified for the first time. As the sub-title 
indicates, the major portion of the work describes the vicissitudes of crown 
lands under the commonwealth; but the origins and early history of royal 
estates are by no means overlooked; and furthermore the account is projected 
in a brief outline down to the present time. From 1688 onward the lations 
of reigning and ruling became sharply separated; and logically enough the 
financial provisions for each function were likewise demarcated. The Civil 
List act of 1 Anne, in seeking to provide for the former function, tended 
to prevent further alienation of crown lands by introducing the element of 
parliamentary control; while parliamentary grants provided the costs of 
government. 

~ The work includes several appendices, over 80 statistical tables, an index 
of counties in addition to the general index, four maps and numerous other 
illustrations. 

An almost complete lack of interpretation greatly limits the usefulness of 
the volume to the general historian. Surely such a laborious and painstaking 
piece of research must have offered many a suggestion of political and eco- 
nomic importance. If so, the writer has for the most part carefully avoided 
them. And where interpretation, conscious or otherwise, has appeared, its nar- 
rowness seriously circumscribes its general validity. Charles I undoubtedly did 
feel the financial pinch brought about by declining revenues from the crown 
lands. That financial stringency did force him to look elsewhere for addi- 
tional sources of revenue, and eventually got him into trouble. But to attribute 
the revolt almost entirely to that one factor is to overlook much that recent 
research has brought forth. In spite, however, of this general defect, Mr. 
Madge has made a valuable contribution to political and economic history. 
Future students engaged in research on the history of crown lands will find 
this work indispensable to them even if they are inclined to question the use 
of the term domesday. 

LORNE T. MORGAN 


MaciL, A. B. and STEVENS, H. The peril of fascism: the crisis of American de- 


mocracy. (New York: Internat. Pubs. 1938. Pp. 319. $2.50.) 


MauULDON, F. R. E., assisted by ANDERSON, D. L. The Tasmanian economy in 


1937-38: a survey prepared on behalf of the State Finance Committee, (Ho- 
bart: H. M. Stationery Office. 1938. Pp. vii, 27.) 


Maxey, M. Occupations of the lower classes in Roman society. (Chicago: Univ. 


of Chicago Press. 1938. Pp. viii, 98. $1.50.) 


The author has taken the various occupations mentioned in the Digest, and 
has tried to explain the functions of each in the light of references contained 
in earlier literature and inscriptions. Altogether 69 titles have been studied. 
The work represents a great deal of careful, laborious effort and should prove 
exceedingly useful for reference purposes. One conclusion challenges comment: 
that the part which slavery plays in the references in the Digest “makes it 
difficult to believe that the number of slaves was rapidly decreasing during the 
period covered by the jurists cited and that the ratio of slaves to free citizens was 
as low as historians compute it.” Actually, the citations only show that up to 
about A.D. 235 slaves continued to be used for the same purposes as during 
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the early Principate. From their very nature these references can give no ip. 
formation about a decrease in the total number of slaves. In any case the rapid 
decline of slavery came after the date mentioned above. 

A. E. R. Boax 

MUKERJEE, R. The cha face of Bengal: a study in Riverine economy. (Cal- 
cutta: Univ. of Calcutta. 1938. Pp. viii, 293.) 

NETTELS, C. P. The 1 American civilization: a history of American colo. 
nial life. (New York: Crofts. 1938. Pp. xx, 748. $4.) 

This college textbo n colonial history is one of a series edited by Dixon 
Ryan Fox. There a: pters divided into 105 sections, 31 maps, 25 illus. 
trations and a good index. The handling of the bibliography is a particularly 
attractive feature. As tl hor takes up each new subject he refers the reader 
by briefly descriptive footnotes to the standard authorities in various phases 
of that subject. In a n there is a short bibliography at the end of each 
chapter. The book otes almost as much attention to economic as to political 
history. 

The roots of American civilization are repeatedly followed back to Europe 
where the economic and political background of the colonists is described and 
the reasons for exploring expeditions, emigration, or government policy clearly 
presented. Consideral ition is given to the important but too often neg- 
lected question of how the first settlements were financed. The sections on 
this subject, those on colonial currency (the author's specialty), the well 
rounded chapters on | industries and on immigration, the one on com- 
merce, business and | nd that on the growth of American capitalism 
are especially reco 1. There are very few errors of fact. New Jersey 
did not lack ports suitable for ocean vessels (p. 147): there were several, the 
best being Perth Amboy. The statement that the Indians did little farming but 
relied chiefly on hunting and fishing (p. 150) under-estimates the importance 
of agriculture am istern and southwestern tribes. 


DONALD L. KEMMERER 


Nitros, I. Lectures ] in outline of the development of the Japanese 
people and their « (Chicago: Univ. of Chicago Press. 1938. Pp. xii, 


393. $2.) 


Chapter 14 discusses nomic and financial problems. 


OpuM, H. W., and Moore, H. E. American regionalism: a cultural-historical 
ap proac h to nation n. (New York: Holt. 1938. Pp. x, 693. $3.80.) 
The authors hold to the view that regionalism is different from old-time 
sectionalism. Whereas onalism put itself before and above the nation, 
regionalism stands as bordinate and essentially codperative segment of the 
nation. That this is « ly the case is obvious, but that it is inherently so ot 
will indefinitely remain so is by no means clear. The acceptance of this view 
really constitutes the underlying thesis of the book. Or, we may express it in 
this way, that out of the currently developing regions will come a freshly inte- 
grated nationalism 
Many kinds of re 5 are considered—natural, metropolitan, rural, artistic, 
governmental, and no rnmental (such as marketing and manufacturing). 
The treatment of rura | non-governmental regions is perhaps weaker than tt 


should be. Metropolitan regionalism is of special interest to readers of this 
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Review. Some scholars cannot accept it because it is unplanned, unorganized, 
has no definite boundaries, no cultural pattern, and no homogeneity. None of 
these points is important in comparison with the fact that it is a working nexus 
of business relationships which are maintained on a basis of the most efficient 
use of capital, labor, and management. Whether the metropolitan region can 
integrate its territory and spread its culture and whether the competition be- 
tween the metropolitan centers will cease seems to the reviewer of little sig- 
nificance unless we begin with the national obsession. 

Six regions have been chosen as the integral parts of the United States—the 
Middle States, the Northeast, the Southeast, the Far West, the Northwest, and 
the Southwest. Others would divide some of these and recombine the parts. 
Certainly, the judgments here expressed should carry great weight. The evidence 
will be of interest to most students of current conditions. 

The book provides a many-sided treatment of a theme of growing interest 
in America and abroad. Many quotations from a wide variety of sources are 
given to create a rich mosaic of value even to the student only remotely con- 
cerned with regionalism. To the socialist or communist, immersed in class strug- 
gle, this theme of regionalism will have little interest, although in fact it has 
a definite bearing on his program. To economists, political scientists, sociolo- 
gists, historians, and ecologists, however, the book is an indispensable com- 
pendium of facts and opinions. 

N. S. B. Gras 


Parkins, A. E. The South: its economic-geographic development. (New York: 
Wiley. 1938. Pp. ix, 528. $4.) 

Dr. A. E. Parkins, professor of geography at George Peabody College, 

states that his purpose in writing this book “is an attempt to describe the 
civilization of the South, mainly in its economic-geographic aspects, and to 
interpret this civilization in terms of its regional setting and its historical 
antecedents.” In other words, “it is a study of the evolution of Southern 
civilization” (p. vii). It was not intended to be a textbook, but was written 
rather “for the general reader and for the thoughtful student of Southern 
institutions.” 
In carrying out this purpose the author has discussed the subjects which 
would evidently suggest themselves in an economic history of a region. 
There seems to be no greater amount of geography included than would nor- 
mally appear in a well-executed economic history, though in its title the ex- 
pression “economic-geographic” is used. Nature endowed the South with 
mountains, plains, rivers, coastlines, forests, soils, minerals, climates, and so 
on. Man came and began to change most of them, for better or worse; and 
a normal development of a civilization proceeded, sometimes misdirected 
and delayed—but nevertheless normal. Transportation came on the rivers, 
the highways, and the railways; agriculture developed down through the 
stages of slavery, free labor, and tenancy, producing the staple crops of 
cotton, tobacco, rice, and sugar, in addition to various minor crops. Though 
halting in its manufacturing developments in ante-bellum times, the South 
in recent years has made outstanding progress in pes development, textile 
industries, production of iron and steel, natural gas and oil, lumbering, 
various chemical industries, and in its latest activities of paper-making. With 
the industrial development of the South has come its et About 
these things Dr. Parkins writes. 


| 
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Although the slant of this book rightfully points to the present, there js 

a judicious proportion of historical development interwoven, and the most 
modern interpretation of the historical processes is used. It is not a book 
of the ax-grinding variety. There are no startling theories advanced and 
there is neither laudation nor condemnation of the Southern scene, present 
or past. On the whole it is a cheerful book. Though well-laden with sta- 
tistics where they seemed necessary, it still is thoroughly readable. It is , 
sound work, though it is slightly marred by a considerable number of mis. 
spellings and other minor slips, as Salida for Saluda (29), Von Rich for 
Von Reck (193), A. H. Stevens for Stephens (209), 1787 for 1789 for 
the charter of the University of North Carolina (212), Georgia for Georgian 
in the title of Fanny Kemble’s book (222), J. B. D. DeBow for J. D. B. De. 
Bow (317, 507), and Euka for Enka (432). 
The book is based on sound sources both historical and economic. It has 

a useful bibliography and an index entirely too short to be of much use. 
E. MERTON COULTER 


Rwwceway, G. L. Merchants of peace: twenty years of business diplomacy through 
the International Chamber of Commerce, 1919-1938. (New York: Columbia 
Univ. Press. 1938. Pp. xii, 419. $3.75.) 

This arresting title suggests the emphasis in the volume and the point of 
view of the author and of Professor Shotwell who contributes the foreword. 
This is not a formal history of the I.C.C.1 Its structure and its technical services 
in oiling the machinery of international business, are given a subordinate place 
in a section headed “The diplomacy of technics,” which deals with the organi- 
zation of the Chamber and with its activities relating to protection of industrial 
property, double taxation, The Hague rules, and a world court of commercial 
arbitration. 

The author is concerned primarily with the part played by the I.C.C. in the Mi 
shaping of post-war international policy from reparations through European 
reconstruction toward world restoration. Its activities are traced from the days 
of the old Allied industrial war front through the successive biennial meetings, 
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experts’ committees, and regional and international conferences. Data from WALI 
oftcial and business sources, published and unpublished, are skillfully mar- 5S. 
shalled to give a clear view of the complex situation at each stage. Whatever Woo! 
the specific problem, it is always the struggle for an objective international ap- Pp. 
proach against political nationalism and powerful sections of national industry. Anna 


High points of I.C.C. influence are seen in the Dawes plan and the tariff 
pronouncements of the Economic Conference at Geneva in 1927. Thereafter 
came the eclipse of internationalism, the tragedy of the London conference of 
1933 from which organized world business was excluded, and the day of mili- 
tary economics. Still the I.C.C. pursues its objective, backing the Hull program, 
sounding the keynote of ‘‘world pence through world trade” in Berlin, and col- 
laborating with the Carnegie Endowment in monographic studies and practical 
recommendations covering the world commercial and monetary situation. A 
new démarche in economic peacemaking is now under way. 
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PAUL S. PEIRCE 


RoBERT, J. C. The tobacco kingdom: plantation, market, and factory in Virginia 
and North Carolina, 1800-1860. (Durham: Duke Univ. Press. 1938. Pp. 1, 
286. $3.) 


To be distinguished f: Interstate Commerce Commission. 
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This book “is one of a group published in connection with the Duke Univer- 
sity Centennial, celebrating in 1938-1939 the anniversary of the origins of 
Trinity College from which Duke University developed.” 

It is unavoidable that an economic history of the Old South should be cen- 
tered upon agriculture and such a product, as tobacco not only dominated the 
seventeenth-century but continued as one of the most important sources of 
human and capital employment. The parallels which the author establishes be- 
tween the tobacco practices of four centuries of southern development offer 
an adequate answer to those who at times complain of the sterility of historical 
research. 

After a brief treatment of the colonial period Dr. Robert presents three 
major divisions. The first has to do with plantation practices; the second covers 
transportation of the leaf, inspection, sales in domestic and foreign markets, and 
the trend of prices. Part 3 on manufacturing includes the treatment of the negro 
slaves in the factories. The liberty and initiative allowed such workers gave 
some intimation of the growing problem of social adjustment. Such fesadinlon- 
ing of the Civil War is carried on in the last chapter which describes the in- 
creasing friction between the northern agents and the southern planters and 
manufacturers. 

The problem of handling much factual material in smooth composition has 
been well solved by Dr. Robert. Furthermore, there will be little profit for 
subsequent scholars working on this particular subject to replow these fields ; 
the soil has been exhausted, Selected illustrations add to the pleasure of reading 
and the end papers have ——— of the month-by-month tobacco activities 
taken from the Mayo Tobacco Calendar. 

VERTREES J. WYCKOFF 


RopiNson, O. W. Early days of the Lake Superior copper country. (Houghton, 
Mich.: D. L, Robinson, College News Stand. 1938. Pp. 39. 50c.) 

TyLer, J. E. The struggle for imperial unity (1868-1895). (New York: Long- 
mans Green. 1938. Pp. viii, 219. $5.) 

WALTER, K. The class conflict in Italy. (London: P. S. King. 1938. Pp. ix, 137. 
5s.) 


Woopwarp, C. V. Tom Watson: agrarian rebel. (New York: Macmillan. 1938. 
Pp. 518.) 


Annali di economia. Vol. xiii, no. 1. (Padua: Milani. 1938. Pp. 325.) 


Ceylon: report on the economic survey of five villages in Puttalam District. Bull. 
no. 8. (Colombo: Ceylon Govt. Press. 1938. Pp. 48. 25c.) 


C ommercial travelers’ guide to Latin America. Part. 1. West Coast of South Amer- 
ica, (Washington: Supt. Docs. 1938. Pp. iv, 116. 20c.) 

Concise statistical year-book of Poland, 1938. (Warsaw: Chief Bureau of Stat. of 
the Republic of Poland. 1938. Pp. xxiv, 387.) 


The crucial problem of imperial development. Royal Empire Soc. imperial stud. 
no. 15. (New York and London: Longmans Green. 1938. Pp. xiii, 201. 
$2.40.) 

_ The papers read to the conference on empire development convened by the 
Empire Society in London last year are here presented to the public, together 
with discussions and a foreword by Malcolm Macdonald then secretary for 
the Dominions, The book, under the general editorship of Professor A. P. 
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Newton, contains contributions from F. L. McDougall, Sir Frank Noyce, the 
Marquess of Dufferin and Ava, Sir Wardlaw Milne, Professor N. F. Hall and 
Mr. H. V. Hodson, among others. The emphasis is upon the economic develop. 
ment of the British Empire, yo the exclusiveness that characterized the Ottawa 


Conference of 1933 is conspicuously absent. In the words of Mr. Hodson who 
summarizes the proceedings, “The belief that an improvement in world trade, 
particularly the trade between the British Empire and foreign countries, js 
necessary to the economic development of the Empire has, I think, been one 


of the outstanding features of the Conference.” Professor Hall contributes an 
interesting paper « [he relation between production and consumption,” and 
the discussions evidenced a ge nerally critical attitude toward “the pernicious 
doctrine” that permanent world economic betterment can be achieved through 
restrictions upon output 

RALPH E. FREEMAN 


Economic survey of the colonial empire (1936). (New York: British Library of 
Information. London: H. M. Stationery Office. 1938. Pp. vi, 639. $7.15.) 
Fascist era: year XI iddenda for year 1938-XVI. (Rome: Fascist Confed- 


eration of Industrialists. 1937. Pp. 24.) 

International abstract ( mic Statistics, 1931-1936. (The Hague: Internat 
Stat. Inst. 1938. Pp. 249. Gi uilders 4.) 

Quebec: statistical year . (Quebec: H. M. Stationery Office. 1938. Pp. 


xxxili, 480.) 
Regional planning. Patt V1. The Rio Grande joint investigation in the Upper Ric 


Grande Basin in Colorado, New Mexico, and Texas, 1936-1937. Vol. I. Text 
Vol. II. Maps. (Washington: Nat. Resources Committee and Supt. Docs. 1938 
Pp. xii, 566. $3.50.) 

World economic surve) venth year, 1937-1938. (Geneva: League of Nations. 


New York: Columbia Univ. Press. 1938. Pp. 244. $1.50.) 


Agriculture, Mining, Forestry and Fisheries 


NEW BOOKS 


BRESSLER, R. G., JR., and Hopkins, J. A. Trends in size and production of the 
ageregate farm enterprise, 1909-36. Rep. no. A-6. (Philadelphia: WPA, Nat. 
Res. Project. 1938. Pp. xvi, 255 

BuNcE, A. C. Economic nationalism and the farmer. (Ames, Iowa: Collegiate 
Press. 1938. Pp. b 52. $1.50. ) 

Covin, E. M. and Fotsom, J. C., compilers. Agricultural labor in the United 
States, 1936-1937: a selected list of references. Agric. econ. bibliog. no. 72 


(supplements no. 64) (W: ashington: U. S. Dept. of Agric. 1938. Pp. Vil, 
205.) 
CoPELAND, M. T. A raw commodity revolution. Stud. no. 19. (Boston: Harvard 


Univ. Bur. of Bus. Res. 1938. Pp. 97.) 

The raw commodity revolution which is the subject of this study, is the sum- 
mation and accumulation of technological changes which for the last two ot 
three decades have materially and p rogressively, at times even cataclysmically, 


affected and altered the cost of producing basic raw commodities, thus playing 
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havoc with supply and price relationships. In significant instances these changes 
on the supply side have been seriously aggravated by similarly drastic shifts on 
the demand side. That the resultant price adjustments did not obligingly stop 
at some new equilibrial point but were wildly carried beyond that point and 
that the parties injured by such gyrations would try to fight back with price 
control schemes of varying and generally doubtful wisdom was to be expected. 
The author feels that such defensive measures have invariably failed and may, 
in fact, have made matters worse. 

This is a fascinating and vitally important chapter of recent economic his- 
tory, gripping and tense as a Greek tragedy. At the same time, it is replete with 
valuable factual information on three main topics: (1) technological develop- 
ments affecting the production of nineteen basic raw commodities; (2) 
prices; (3) control measures to my ys prices. The section on prices, to- 
gether with its rich appendices, is by far the most detailed and elaborate part 
of the study and, together with Professor Copeland's two preceding studies on 
international raw commodity prices, constitutes probably the most valuable 
documentation of that segment of world economics. 

Before he would take issue with the author on his position re failure of arti- 
ficial price control, the reviewer would first wish to see a clear-cut statement of 
what constitutes failure in this sense and by what criteria such failure can be 
scientifically established. 

EricH W. ZIMMERMANN 


Corry, A. V. and KiEss_inG, O. E. Mineral technology and output per man stud- 
ies: grade of ore. Rep. no. E-6. (Philadelphia: WPA, Nat. Res. Project. 1938. 
Pp. xv, 114.) 

DantwaLa, M. L. Marketing of raw cotton in India. (New York: Longmans 
Green. 1938. Pp. xxv, 268. $3.75.) 


Duppy, E. A. and Revzan, D. A. The changing relative importance of the cen- 
tral livestock market. (Chicago: Univ. of Chicago Press. 1938. Pp. vii, 125. $1.) 
HANSON, S. G. Argentine meat and the British market: chapters in the history of 
the Argentine meat industry, (Stanford University, Calif.: Stanford Univ. 
Press. London: Oxford Univ. Press. 1938. Pp. vii, 294. $3.50.) 

JasNy, M. Family selection on a federal reclamation project—Tule Lake Division 
of the Klamath Irrigation Project, Oregon-California. Social res. rep. no. v. 
(Washington: U. S. Dept. of Agric. 1938. Pp. 88.) 

Jasny, N. Research methods on farm use of tractors. (New York: Columbia 
Univ. Press. 1938.) 

Lazo, H. and BLetz, M. H. Who gets your food dollar? (New York: Harper. 
1938. Pp. xv, 129. $1.25.) 

Macy, L. K., ARNOLD, L. E., and McKiBBEN, E. G. Changes in technology and 
labor requirements in crop production: corn. Rep. no, A-5. (Philadelphia: 
WPA, Nat. Res. Project. 1938. Pp. xviii, 181.) 

TIMOSHENKO, V. P. Monetary influences on postwar wheat prices. Wheat stud., 
vol. xiv, no. 7. (Stanford University, Calif.: Food Research Inst. 1938. Pp. 
263-318. $1.) 

_ Two notable departures from traditional procedure are found in this treatise. 
First, in attempting to isolate the influence of monetary factors on wheat prices, 
the approach has been first to evaluate the effects of conditions peculiar to the 
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particular commodity, and then to attribute price movements not so explained 
to “‘extraneous” factors, of which the principal ‘ype is held to be monetary. This 
differs from the more conventional approach based on association between 
specific commodity prices and index numbers designed to measure changes in 
the general level of prices. 

Second, the author distinguishes between the demand for use and speculative 
demand. The latter, he holds, was affected during much of the post-war period 


by monetary influences which resulted in market prices “unduly” high in the 
years prior to 1929. This, in turn, stimulated wheat production in excess of 
consumption and an increase in stocks, which inevitably led to price collapse, 
which was further aggravated by monetary developments and certain govern. 


mental policies during the depression. 

In his analysis leading to these conclusions, the author makes a real con. 
tribution to our understanding of the movement of wheat prices. There are 
numerous specific points, however, over which disagreement could arise. For 
example, there is evidence of considerable confusion with respect to the con- 
cept of “gold prices.’ Although apparently recognizing some of their limita. 
tions, the author proceeds to use gold prices in a manner which the present 
writer believes to be unwarranted. It cannot be assumed that in the absence of 


changes in the price of gold over a period of years the value of gold would 
have remained unchanged. The use of gold prices for comparison with similar 
prices in other years, or with currency prices, since the World War and par 


ticularly since 1929, probably contributes more to confusion than to clarifica- 
tion of the issues. 
L. THOMSEN 


TINLEY, J. M. Public regulation of milk marketing in California. (Berkeley: 
Univ. of California Press. 1938. Pp. xi, 213.) 
VitLecas, A. W. Memoria de la asesoria letrada de la Comisién Nacional de 
Granos y Elevadores correspondiente al periodo 2 de Noviembre de 1936—31 
de Diciembre de 1937. Pub. no. 26, (Buenos Aires: Comisién Nac. de Granos y 
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Elevadores. 1938. Pp. 89.) 

Agricultural labor in the Pacific Coast states: a bibliography and suggestions for I 
research, (Berkeley: Pacific Coast Regional Committee of the Social Science of | 
Research Council, Sub-Committee on Seasonal Agricultural Labor in the West. mo. 
1938. Pp. 64.) pot 

Dominion of Canada: Report of the Royal Grain Inquiry Commission (Turgeon ‘eta 
Report). (Ottawa: H. M. Stationery Office. 1938. Pp. 264. $1.) me 

This, the latest of many reports on the Canadian grain trade, is justified by " 
the new and critical situation in the world wheat market which has emerged A 
since 1929, and by the consequent economic crisis in western Canada. me 

Chief emphasis is on the decline of external markets, and the extent to which 
exports may have been diminished by negligence or mistaken policy in Canada. 

Past marketing methods—competitive, codperative, and governmental—are 
thoroughly analyzed, to determine their effect, both upon the return to the 
producer, and upon the volume of exports. An effort by the Pool to maintain 
prices in 1929 is shown, and both this and the subsequent “stabilization 


policy receive criticism. Perhaps too much weight is given to the psychological 
effect upon the overseas buyer, of public or codperative intervention in the 
market. Many Canadians will resent the criticism of Pool idealism, that “too 
much talk and agitation were mixed with business.” 
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The marketing system favored, “under normal conditions,” is the open mar- 
ket, with codperatives selling through the regular channels. But the continuance 
of the Canadian Wheat Board is recommended as a provision against emer- 
gencies, and the importance of this recommendation has been speedily shown by 
events. 

Other recommendations are increased supervision of future trading, better 
attention to overseas complaints, and increased production of flax and barley. 

F. W. BURTON 


Investigation into an alleged combine in the distribution of tobacco products in 
the Province of Alberta and elsewhere in Canada. (Ottawa: H. M. Stationery 
Office. 1938. Pp. 106.) 


Leyes, decretos y resoluciones del Ministro de Agricultura, referentes ala produc- 
cién y comercio de granos aparacidos en el periodo 1932 a Septiembre de 1937. 
Pub. no. 25. (Buenos Aires: Comisién Nacional de Granos y Elevadores. 1938. 
Pp. 161.) 

Minerals yearbook, 1938. (Washington: Supt. Docs, 1938. Pp. x, 1339. $2.) 


Manufacturing Industries 


Vertical Integration in the Textile Industries. By HirAM S. DAvis, GEORGE 
W. TayLor, C. CANBY BALDERSTON and ANNE BEZANSON. (Phila- 
delphia: Univ. of Pennsylvania Industrial Res. Dept. 1938. Pp. xii, 
132. $1.50.) 

The Textile Foundation has rendered economists in general as well as 
the industries it represents, a genuine service in sponsoring the comprehen- 
sive study of vertical integration upon which this report is based. It throws 
much-needed light upon a problem currently of broad public interest— 
the most efficient size of firm in the industry. 

By approaching this problem of optimum size of firm from the standpoint 
of the vertical spread of its operation, this study has tackled the subject 
more realistically than if it had approached it from the more common view- 
point of horizontal combination and monopolistic tendencies. For a good 
many years, attention in this industry has been directed primarily toward 
seeing if more stability cannot be introduced into a firm’s own operation, not 
by controlling its competitors, but by gaining control of some process before 
or after its own, that is, by integrating through two or more of the half dozen 
stages of textile manufacturing. This report shows definitely where the 
prospects for such vertical expansion are most promising and where past 
experience shows them to be impracticable. 

In a general sense, perhaps the greatest contribution of this study is 
that it effectively lays the ghost of the widely held idea that vertical integra- 
tion is a simple solution for the economic problems of the textile industries. 
Only a couple of years ago in fact, in one of the innumerable drafts of what 
was called the Ellenbogen Bill, someone inserted a provision whereby funds 
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would be made available to any mill that wanted to integrate its operations, 
Thus were our legislators going to solve once and for all the economic 
problems of the textile industry. 

While there are conditions under which integration may be a desirable 
policy for firms possessing the caliber of management able to make it effec- 
tive, that does not apply throughout the industry and in fact in most cases 
it is a difficult procedure at best. The contribution of the authors of this 
report has been that they have formulated carefully what might be termed 
the general principles of integration as they apply to the textile industry, 
and have shown under what specific conditions these principles may be 
successfully applied. 

Fortunately the authors have not attempted to demonstrate statistically 
that firms which have integrated have been successful simply because after- 
wards they showed larger profits than before. Such demonstration would, of 
course, be impossible. Qualitative information based upon the experience 
and judgment of executives in the firms consulted has, however, been in- 
corporated into the text. This is more authoritative than any attempted 


statistical demonstrat could possibly be, which would have to reckon 
with innumerable other factors 

The chief reservation which economists may have in using such a report 
might be that since it has been based upon close collaboration with the in- 


dustry, the record may have been glossed over where integration attempts 
have been unsuccessful. However, since the approach to this report has not 
been with a view to developing case histories, but rather a search for prin- 
ciples, this reservation need not be of particular concern. In fact, from the 
standpoint of the industry itself, this report ranks as one of the most valuable 
studies of the textile industry that has ever been made. 
S. J. KENNEDY 

New York Cit) 


NEW BOOKS 


HENCH, W. M. Trea | e of industrial companies in Philadelphia from 
1915 through 1930. A dissertation. (Philadelphia: Univ. of Pennsylvania. 1938. 
Pp. x, 91.) 

VON KELLER, R. Die V¢ une der grosstadtischen Industrie: eine wirtschafts- 
politische Studie. (1 Felix Meiner. 1938. Pp. vii, 160. RM. 7.50.) 

MCLAUGHLIN, G. E. Gi f American manufacturing areas. Monog. no. 7 
(Pittsburgh: Univ. of Pittsburgh Bur. of Bus. Res. 1938. Pp. 358.) 

Mr. McLaughlin’s iry tackles the relevant and far-reaching problem of 
industrial growth. A *h the monograph focuses upon the development ot 
the Pittsburgh area, it lly an ambitious survey of the growth since 1869 
of the principal indus ireas of the United States, thirty-three in all. The 


data are largely those of the United States Census, and the method consists of 
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measuring the rates of increase of wage earners, population, and manufacturing 
output, and of comparing these rates in and among the various regions. 

The author centers his findings in the comparative trends of the various 
industrial areas; in the = on the center of industry by the movement of popu- 
lation to the west; and in the characteristic flattened-S pattern of industrial 
erowth. He points out that the westward drift of the center of industry has 
been brought about, not by the actual migration of manufacturing plants, but 
by the rise of new industries and new units. And he observes that, however 
rapid the rate of growth in any of the areas since the war, industry everywhere 
in the post-war period seems to have been in the mature stage of declining rate 
of increase. 

The second part of the book is devoted partly to interpretation and discusses 
nine chief factors as explanations for the regional differences in trend. Although 
no attempt is made to integrate these factors either statistically or theoretically, 
chief emphasis is laid upon differences in costs, in natural advantages, and in 
stages of economic development. The last two chapters compose an intensive 
analysis of the growth, present position, and future of the Pittsburgh area. 

A number of omissions detract from this otherwise painstaking and valuable 
contribution. In the descriptive sections of the book almost no interpretation is 
given to what is usually a textual repetition of the tedious details of the tables. 
No evaluation is made of the basic data in regard to statistical suitability. No 
attention is paid to the fact that new industries, better products, cost-reducing 
inventions, and economies of large-scale production create an inevitable defect 
in the value statistics—the downward growth-bias. And in the brief theoretical 
discussion no mention is made of most of the writers on industrial location, or 
even of the pioneers of industrial location theory: von Thiinen, Alfred Weber, 
and Frederick Hall. 

CLARENCE D. LONG, Jr. 


Transportation and Communication 
NEW BOOKS 


BonGers, H. M. Deutschlands Anteil am Weltluftverkehr. Schriften des Instituts 
fir Verkehrswissenschaft an der Universitat Leipzig, Heft 4. (Leipzig: Felix 
Meiner. 1938. Pp. 36. RM. 1.) 

EssBERGER, J. T. Die deutsche Seeschiffahrt. Schriften des Instituts fiir Verkehrs- 
wissenschaft an der Universitat Leipzig, Heft 5. (Leipzig: Felix Meiner. 1938. 
Pp. 24. RM. .80.) 

GLAZEBROOK, G. 'P. DE T. A history of transportation in Canada. (New Haven: 
Yale Univ. Press. Toronto: Ryerson Press. 1938. Pp. xxv, 475. $4.) 

Most, O. Binnenwasserstrassen und deutsches Wasserstrassensystem. Schriften 
des Instituts fiir Verkehrswissenschaft an der Universitat Leipzig, Heft 2. 
(Leipzig: Felix Meiner. 1938. Pp. 40. RM. 1.20.) 

PALMER, H. Investment salvage in railroad reorganizations. (New York: Harper. 
1938. Pp. xi, 136. $2.) 

Roberts, C. The Middlesex Canal, 1793-1860. Harvard econ. stud., no. 61. 
(Cambridge: Harvard Univ. Press. 1938. Pp. xii, 252. $3.) 

The Middlesex Canal was a pioneering venture in the development of in- 
ternal commerce in America. Incorporated so early, 1793, when capital was 
scarce, when experience, trained engineers, adequate tools and materials were 
lacking, it was a courageous undertaking. Moreover, the project required a 
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very large number of locks, aqueducts and bridges, and the only English ex. 
perience that could be drawn upon was occasional advice, and the em loyment 
of an English surveyor. But the undaunted proprietors, public- spirited men of 
Medford and important Boston families, saw the venture through, without 


government aid. After ten years it was opened from Chelmsford to Boston, 
and later the system was extended to the canals of the Merrimack River, to 
Concord, thus realizing the original aim of developing the Vermont and New 
Hampshire trade for the port of Boston. 
The canal proved valuable in developing the area, before the railroads came. 
The first tugboat in America was tried out on it, although steam never replaced 
oxen and horses. The experience gained in the Middlesex Canal proved useful 
to the builders of the Erie. Financially the canal was never successful, and 
finally, competition of the railroads put an end to it. 
Dr. Roberts has assembled a mass of material from corporate records and 
records he discovered of the engineer who constructed the canal; and he has 
woven into the account the contribution of the leaders of the enterprise. From 
these sources he has constructed a detailed account of the building, operating 
and financing of the canal; and he has supplied many helpful tables of tolls, 
wages, owners, employers, craft rules, and the like, which throw light on the 
period studied. 
H. F. R. SHaw 


see W. Leitgedanken der Eisenbahngitertarif politik mit Ausblicken auf die 


“ari ‘politik der Reichsbahn im sachsischen Wirtschaftsgebiete. Schriften des 
fiir Verkehrswissensch: an der Universitat Leipzig, Heft 1. (Leip- 
zig: Felix Meiner. 1938. Pp. 24. RM. .80.) 

ZEIS, P.M. American ship pin licy. (Princeton: Princeton Univ. Press. London: 
Oxford Univ. Press. 1938. Pp. vii, 254. $3.) 

Freight commodity statisti Class I steam railways in the United States, yea 
ended December 31, 1937. Statement no. 38100. (Washington: Interstate 
Commerce Commission. 1938. Pp. 155.) 

The International Telegraph Conference of Cairo (1st February—4th April, 
1938): report approved by the Council of the I. C. C. on 20th May, 1938. 
Brochure no. 99. (Paris: Internat. Chamber of Commerce. 1938. Pp. 11.) 

Railroads and railroad u s, 1938. (New York: Bureau of Information of the 


Eastern Railways. 1938. Pp. 16.) 

Statement read to the representatives of the employees by Mr. H. A. Enochs, 
chairman of the Carriers’ Joint Conference Committee, at the opening of the 
wage conferences in Chicago 


Trade, Commerce, and Commercial Crises 


State and Local Barriers to Interstate Commerce in the United States: A 
Study in Economic Sectionalism. By FREDERICK EUGENE MELDER. 
Univ. of Maine stud., 2nd ser., no. 43. (Orono: Univ. of Maine. 1937. 
Pp. xiv, 181. 75c.) 

Free trade among the states, the existence within our national boundaries 
of the world’s greatest free market, has always been recognized as one of the 

foremost causes of our economic progress. The federal Constitution, 4 
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every high-school student knows, forbids the states to levy import or export 
duties; it reserves for the Congress the control of interstate commerce. How 
far have these provisions proved effective? To answer this question is the 
purpose of Dr. Melder’s monograph. He calls it “‘a study in economic sec- 
tionalism.”” He might have added, as a descriptive sub-title, ‘other ways of 
skinning the cat.’” He shows that the Constitution did not abolish economic 
rivalries between the states. Local business interests continued to resent 
competition, as much from a neighboring state as from a foreign country. 
The development of a national system of cheap transportation, which created 
our national market, also multiplied the points at which a single community 
was exposed to the competition of others. 

Denied by the Constitution tariff protection against domestic competi- 
tion, the state legislatures had recourse to other measures. In purchasing 
supplies and awarding contracts, the states favored “home industries.” In 
appointments to administrative jobs, and in the disbursement of relief 
funds, they favored their own citizens. The domestic labor market was pro- 
tected by barriers to the immigration of transients. But the chief weapons of 
economic sectionalism were found in the taxing powers and the police 
powers of the states. By taxes, local merchants were “protected” against the 
activities of out-of-state canvassers, mail-order houses and chain stores. Dairy 
farmers were protected by excise taxes on oleomargarine, the product of 
other states. By inspection laws, upheld by the courts as a justifiable use 
of police power, the sales of ‘“‘western’’ cream in the markets of Boston and 
New York were restricted, with consequent advantage to farmers in New 
York State and in New England. 

In their restrictions on exports, the states have attempted to make use of 
an economic weapon denied by the Constitution even to the federal govern- 
ment. Laws prohibiting the export of natural gas from West Virginia and 
Oklahoma failed to pass the test of constitutionality. New Hampshire, Wis- 
consin, West Virginia and Maine have put the control of exports of electric 
power into the hands of public-utility commissions. These laws must still be 
tested in the courts. Minnesota and Pennsylvania impose severance taxes 
on iron ore and anthracite coal, respectively, natural resources which are 
consumed for the most part outside of the producing states. A common 
purpose animates all this legislation, viz.: to prevent free trade in certain 
valuable resources, thereby giving the citizens and industries of the states 
where they are found economic advantage over other states. 

The depression of 1929 gave a great impetus to legislation having as its 
purpose the restriction of interstate trade. At the same time, and for the 
same reasons, tariff barriers were raised against international trade. Thus 
economic sectionalism repeats on a smaller scale the errors of economic 
nationalism. 


Dr. Melder has shown great skill in the cataloguing and analysis of the 
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great mass of legislation on which his study is based, and has given com. 
petent discussion of questions of constitutionality. The economic implica- 
tions of trade restrictions are given particular attention. While clearly recog- 
nizing the losses which in principle ensue from interferences with geographi- 
cal division of labor, the author is not inclined to magnify the damage which 
has resulted. The more serious burdens on interstate commerce, he finds, are 
not tax laws which discriminate against goods and services crossing internal 
political boundaries. Although to some extent effective in the short run, 
margarine excise taxes and milk-control legislation have not brought large 
permanent benefits to the protected dairy interests. More serious results may 
be expected from discriminatory or conflicting police or corporate regula- 
tions, such as the regulations which are imposed by various states on motor 
trucks and buses entering from other states. The trouble and expense in- 
volved in complying with these regulations threaten to interfere substantially 


with the free flow of commerce between states. “Probably a more important 
effect of trade barrier legislation,” says the author, ‘‘is the increased section- 
alism it inspires. The propaganda which emanates from both sides in 
the ensuing controversies undoubtedly increases the spirit of localism within 


the country.” 

The book is written clearly, at times forcibly. It is provided with copious 

footnotes and a bibliography 

Percy W. BIDWELL 

Council on Foreign Relations 
New York Cit) 


Soviet Trade and D ution. By LEONARD E. HUBBARD. (New York: 
Macmillan. 1938. Pp. xiv, 381. $5.00.) 
The author is well acquainted with economic problems of Soviet Russia. 
This is not his first book about Russia. His knowledge of the Russian lan- 
guage makes accessible to him sources which are usually closed for most 
foreign investigators of Russia. But even with this, the author recognizes 
that ‘‘a great deal of the contents of this book is based on principle . . . and 
must not be accepted as an accurate description of what is done in practice’ 
because ‘‘ . . . it is only by occasional hints and chance peeps behind the 
scenes that the foreign investigator begins to realize how different are Plan 
and Practice.” The benevolent position of the author in relation to the 


Soviet economic experiment may be deduced from the following statement 
in the same note: ‘‘Better to give a too optimistic view of Soviet trade than 
risk being over-critical and so render the system less than justice.” But this 
benevolent attitude of the author does not prevent him from being ob- 


jective in his analysis of the Soviet distributive system and of “the accom- 
plishments of bolshevism 
The book is divided into seven parts. The first three are historical in 
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character. A description is given of the organization of Soviet trade and 
distribution in the three consecutive periods: the early phase, mainly the 
period of the New Economic Policy with considerable room for private 
trade; the period of the first Five-Year Plan (1928-32) with its planned 
distribution and rationing of practically all foodstuffs and necessities; and, 
finally, the period following 1932 with its gradual return to the ““commer- 
cial” trade. Detailed analysis of the organization of distribution during this 
last period comprises the fourth part of the book, in which greater space is 
given to the trade in agricultural products and rural trade generally, rather 
than to the urban distributive system, about which the author presumably 
could not get other factual data except official plans and regulations. 

In the fifth part Mr. Hubbard approaches some fundamental economic 
problems of the Soviet trade. Speaking about the functioning of the price 
system he emphasizes that the government, in order to equate the value of 
the available supply of consumers’ goods to the aggregate money income 
of the population, imposes a heavy turnover or sales tax, accounting on the 
average for something around 50 per cent of the retail value of all goods. 
During recent years, these taxes tended to increase further and amounted in 
1934-36 to more than three-fifths of the retail turnover. This explains partly 
the relatively low trading costs in per cent to the wholesale price of goods 
claimed by Soviet economists. Exclusion of taxes from the turnover value 
would raise these percentages more than twice and make them approach 
those in capitalist trade, and this last provides much more service to its cus- 
tomers than Soviet trade usually does. 

Important problems of the level of real incomes of various social groups 
in Soviet Russia and its changes during recent years are discussed in the 
sixth part of the book. Emphasizing extreme difficulties in estimating real 
wages in Soviet Russia because of the discontinuance since 1930 of the pub- 
lication of the cost of living and price indices, Mr. Hubbard, using available 
data, comes to the conclusion that it is doubtful that the real wages of the 
lower strata of wage-earners increased from 1928 to 1937. The data pre- 
sented by him permit even more pessimistic conclusions. His conclusion about 
the share of the peasants in the national income is that “though latterly 
(since 1933) the peasants seem to have received better treatment in the dis- 
tribution of the consumable part of the national income, they have not re- 
ceived as large a share as they would if it were in strict proportion to their 
contribution to the national consumption.” 

Generally speaking, Mr. Hubbard’s book gives very useful information 
on important problems of Soviet economy, as far as they are accessible to 
an outsider; and his analysis of the problems is clear and objective. The 
book is well written and is read with interest. 

V. P. TIMOSHENKO 
Stanford University 
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NEW BOOKS 


ConpDLIFFE, J. B. Markets and the problem of peaceful change. (Paris: Internat, 
Inst. of Intellectual Codperation. 1938. Pp. 63.) 

This monograph was prepared in connection with a two-year study, by mem. 
bers of the International Studies Conference, of international problems of 
population, migration and colonization, and of markets and the distribution 
of raw materials. Their findings are to appear in several volumes issued by 
the International Institute of Intellectual Co6peration. 

Professor Condliffe states the problem of peaceful change as, first, finding 
ways and means of satisfying urgent present needs without recourse to war or 
economic conflict comparable with and likely to lead to war; and, second, 
devising procedures whereby the legitimate aspirations of dissatisfied peoples in 
a rapidly changing world may in the future be reasonably and justly met. Analy. 
sis of Germany’s situation as illustrative of the immediate problem, is followed 
by discussion of the larger long-run problem of international codperation to 
provide flexibility and allow for different rates of economic development in the 
world community. 

Assuming that nation-states are not to be replaced by a world state, that there 
will be a gradual evolution away from uncontrolled laissez-faire in international 
as well as national activity, and that restoration of an automatic, or semi- 
automatic, gold standard is highly improbable, the choice lies between the 
building of great preferential trading areas and the reconstitution of world 
trade on a regulated basis. In such “regulated expansion,” he sees the only 


promise of early international codperation making for increased volume of 
trade, reversal of the terms of trade and its direction into channels which will 
correct rather than accentuate international disequilibria. 

Any steps taken must be cautious and experimental, and the present firm man- 
agement of currency and trade maintained. Specific proposals include: con- 
tinuation and acceleration of American tariff reductions by bilateral treaties 
which will increase imports more than exports; re-opening of British colonial 
markets and modification of British tariff and quota policy and generous exten- 
sion of her bilateral treaties; enlargement of import quotas by the former gold 
bloc countries; and appropriate domestic policies involving re-distribution of 
income. 


The author sees in the present situation certain factors favorable to gradual 
relaxation of monetary and trade restrictions. “The main difficulties are not 
technical and economic, but political. Ways and means of codperation could 
be found if the nations were willing, and not afraid, to codperate.” 

PAUL S. PEIRCE 


EINARSEN, J. Reinvestment cycles and their manifestation in the Norwegian ship 
ping industry. Pub. no. 14. (Oslo: Univ. Inst. of Economics. 1938. Pp. 222.) 

This publication by a member of the vigorous group of younger economists 
working under the leadership of Professors Wedervang, Frisch, and Keilhau at 


the University of Norway is concerned with the problem: What is the sig- 


nificance of the length of life of capital instruments for the interpretation of 
the phenomenon of the business cycle? 
The author develops the following theory as an approach to an answer: 
One of the causes of the business cycle is to be found... in... pure 
reinvestment cycles. In large part these are due to the fact that concentrated 


construction of equipment will reappear as an “echo” when the original capital 
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goods are “ripe for replacement.” Such “pure reinvestment cycles,” however, 
will be “damped” by the stretching out of replacement over a somewhat longer 
period than was used in the original construction and by the fact that some 
of the original capital will be lost or withdrawn from industry. Therefore, to 
explain the continuance of the business cycle phenomenon in these terms, it 
is necessary to observe, among other factors, that the ‘‘pure reinvestment cycles” 
themselves generate “secondary cycles” of mew investment and reinvestment. 
Also, it appears, that ‘outside impulses” serve to contribute to concentration in 
the construction of capital onske 

The theoretical treatment is followed by the presentation of the results of a 
statistical investigation of reinvestment (as indicated by replacement, more ac- 
curately still perhaps, assumed replacement) in the Norwegian merchant marine. 
This section contains a mass of ingeniously analyzed new data (some of it has 
appeared in the Harvard Review of Economic Statistics, Feb., 1938). Some of 
the main findings of this section are: there is revealed the presence of a five- 
year cycle in both reinvestment and new investment during the period 1883- 
1932, with reinvestment apparently leading during the upswing of each cycle; 
the age distribution of ships replaced by new construction shows “strong con- 
centrations about the ages of 9 and 19 years’; and “84.6 per cent of the ships 
(i.e., shipping tonnage) acquired as new constructions left their owners before 
they reached the age of 30 years, but only 39.8 per cent of the ships were re- 
placed” (p. 52). These findings are taken as support for the claim that “the 
reinvestment theory delivers a plausible solution of the . . . main points” in the 
theory of the business cycle (p. 83). 

One may well question the author’s modification of Frisch’s definition of 
reinvestment as occurring when “‘new machines are of the same capacity as the 
old ones” (p. 41). On beyond this, of course, lies the question as to what 
economic significance “technical capacity” has in any case. Closely related to 
this is the problem of physical depreciation as compared to obsolescence. Does 
the reinvestment theory rest on the assumption that the physical life of capital 
goods has economic significance? If it were shown that this assumption is not 
true, or that it is only half-true, would it be possible to state the reinvestment 
theory entirely in terms of what the author (following Marx), has called the 
“moral” life of capital goods; and if it were so stated, what is the meaning of 
the measurement of the replacement of shipping facilities in terms of tonnage? 
Other questions arise concerning the specific manner of financing replacement, 
and the inter-relations between industries, and countries. 

C. L. CHRISTENSON 


HUFNER, W. Die Neuordnung der Deutschen Verkehrswirtschaft unter dem 
Einfluss der Arbeitsbeschaffungsmassnahmen. (Berlin: Junker und Diinnhaupt. 
1936. Pp. x, 120. RM. 5.50.) 


_ Concerning itself exclusively with recent changes in the German transporta- 
tion system, Dr. Hiifner’s volume undertakes first a detailed study of the finan- 
cial and work-creating measures of the Third Reich directed toward the im- 
provement of automotive equipment and roads, internal waterways, and rail- 
toads. A second section is dete to an examination of the consequences of 
these measures with respect to the improvement of transport equipment and 
with respect to freight and passenger services; and a third section studies the 
steps taken by the German government to unify the organization and direction 
of national transportation facilities. P. T. ELLSwoRTH 
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PANDIT, Y. S. India’s ba f indebtedness, 1898-1913. (London: Allen and 
Unwin. 1938. Pp. 210. 10s. 6d.) 
SCHOLZ, W. Der Giiterverkehr mit lastwagen im Rahmen des deutschen Giterum. 


schlages. Schriften des Instituts fiir Verkehrswissenschaft an der Universitit 
Leipzig, Heft 3. (Leipzig: Felix Meiner. 1938. Pp. 44. RM. 1.40.) 


Trucny, H. La crise d hanges internationaux: conférences données a l'Ecole 
des Hautes Etudes « merciales de Montréal du 7 février au 4 mars, 1938, 
(Montreal: L’Ecole des Hautes Etudes Commerciales de Montréal, Univ. de 


Montréal. 1938. Pp. 187.) 
M. Henry Laureys has done an excellent work in bringing out distinguished 


social scientists from France to lecture at the Higher School of Commercial 
Studies. The results have been evident in several publications. The present 
volume represents French scholarship at its best in the breadth of its approach 
and the simplicity of its arrangement. The first three chapters trace the Fistory 
of international trade from the beginning of the nineteenth century to the 


present. These are followed by a discussion of capital movements with special 
relation to short-term loans, and monetary and commercial policies, with a 
description of the difficulties of adjustment and the numerous efforts closing 
with the Van Zeeland Report. The volume can be commended as an introduc- 
tion to the intensive study of modern problems of international trade. 


H. A. I. 
VAKIL, C. N. and MALustTE, D. N. Commercial relations between India and 
Japan. (New York: Longmans Green. 1938. Pp. xiii, 210. $3.75.) 
YOUNG, J. P. International trade and finance. (New York: Ronald. 1938. Pp. 
xvill, 526. $4.) 
The purpose of this volume is to present as simply as possible the economic 


and financial principles underlying international affairs, together with facts and 
descriptive material necessary to an understanding of international economic 
developments. The author seeks to give an inclusive and balanced treatment 
more adequate than that provided in existing texts, with more than usual at- 
tention to the monetary problem, This emphasis is perhaps the most distinctive 


feature of the work, differentiating it on the one hand from most introductory 
texts on international trade and on the other hand from more highly specialized 
treatises on financial institutions and international monetary issues. 

The 31 short chapters cover a wide range, but most of them are focussed upon 
(1) monetary and financial principles, institutions and influences (foreign ex- 
change, currency credit and price levels, gold and international price level rela- 
tionships, international aspects of currency and exchange, international mone- 
tary and exchange codperation, financing foreign trade, international money 
markets, movement of capital, American dollars abroad, reparations and war 
debts, the course of international finance since the war, silver in international 
finance, trade and finance of Great Britain and France) and (2) upon tariffs 
and trade barriers (protection and free trade, protectionist fallacies, tariff prac- 
tices and other restrictive devices, tariff policies of the United States and of 
foreign countries). Cot ition of trade theory is limited to two chapters 
(law of comparative advantage and quantities and value of goods traded) and 
to material interwoven with monetary and financial discussions. There is none 
of the exposition of trade-promoting institutions, methods, and policies so com- 
mon in texts on international trade, and geographical background is confined 


to a brief chapter on raw materials in world trade. Two chapters are given to 
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the historical development of trade and two to ocean shipping, trade routes, and 
the American merchant marine. 

A text with such an emphasis is a welcome addition. Professor Young's 
previous writings on currency and finance in Europe and Central America, on 
international aspects of the gold standard, and on the United States silver policy, 
speak for his ca Roe in the international monetary field. He has now given 
us a more comprehensive treatise. PAUL S. PEIRCE 


Clearing and payments agreements. (Paris: International Chamber of Commerce. 
1938. Pp. 400. Swiss Fr. 25.) 

Delegations for the promotion of economic coéperation between the northern 
countries: the northern countries in world economy. (Helsinki: Otava. 1937. 
Pp. 240.) 

This volume possesses two distinctive features. In the first place, the five 
countries of Northern Europe—Denmark, Finland, Iceland, Norway, and 
Sweden—are treated together. This, because of their geographical situation and 
economic character, is manifestly a sound approach. Second, the book repre- 
sents the most nearly complete survey of the economic factors of the northern 
countries so far available, as well as a lucid evaluation of the réle these countries 
play in present-day world economy. The following are some of the topics dealt 
with: agriculture; fishing and whaling; forestry and woodworking industries ; 
mining, metal and quarrying industries; the northern countries as consumers ; 
shipping; the international balance; and commercial policy of the Northern 
countries. In addition to the abundant statistical material interspersed with the 
text, 43 pages of tables are appended. 

Taken together, the five northern countries occupy a prominent place in the 
world’s industry and trade. Although having less than 1 per cent of the total 
world population, these countries possess 11 per cent of the world’s shipping 
tonnage. The northern countries “control almost half of the world’s free paper 
trade” (p. 72). In 1935 the United States, for example, received 62 per cent 
of its imports of mechanical and chemical pulp from the northern countries. 
For Germany and France, the equivalent figures were even higher—namely 86 
and 80 per cent respectively. Ore and metals, lumber, fish, and agricultural 
products are other important export commodities. Together, the northern 
countries are among the world’s leading importers of such commodities as 
coffee, grain, fruit, fuel oils, and coal; in fact, only France imports more coal 
than do these countries. Briefly, the northern countries account for 5 per cent 
of the world’s trade, which prompts the authors to give to these countries, con- 
sidered together, the fifth place among the trading nations of the world (p. 
177). S. A. ANDERSON 


Review of world trade, 1937. Economic and financial. (Geneva: League of Na- 
tions. New York: Columbia Univ. Press. 1938. Pp. 95. 60c.) 


Accounting, Business Methods, Investments 
and the Exchanges 
Corporations and Their Financing. By Hastincs Lyon. (Boston: Heath. 
1938. Pp. vii, 946. $4.25.) 
Students acquainted with Professor Lyon’s earlier text on Corporation 
Finance (1912) and his later Investment (1926) will not be surprised that 
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legal phenomena figure prominently in this new work on corporate organiza- 
tion and finance. But, fortun nie for the lay reader, the author succeeds with 
some exceptions in avoiding a cumbersome juristic style. 


The book is divided into eleven major sections, each comprising from two 
to ten chapters. The customary tepics found in a work on corporation finance 
are treated. In addition, the author devotes roughly one-tenth of his text 
space to a discussion of corporate organization and procedure, and another 
one-tenth to stock-exchange techniques. Substantial chapters deal with the 
revised procedures that arise because of “New Deal’ legislation, but the 
author makes no pretense that these treatments are exhaustive. 

The approach used is that of group functioning (of stockholders, credi- 
tors, etc.) which Professor Lyon believes (p. iv) to be “‘at the core of the 
subject.”” One hesitates to enter objections to so carefully prepared a work, 
but the query may be raised whether this approach, unless carefully qualified, 
is not more legalistic than real? As a practical man the author of course is 
well aware that the groups concerned with the corporate mechanism do 
not always function effectively in accordance with the rights, etc., laid down 
for them. He recognizes at various spots (pp. 43, 69, 581-82, inter alia) the 
difficulties that sometimes confront effective group action by bondholders, 
stockholders or other groups; but more extended explanation might have 
been helpful, from the standpoint of practicality. 

An admirable feature not always found in works of this kind is the sub- 
stantial attention (three hap ters) devoted to the place of the mortgage in 
corporate finance. The reasons assigned for this rather full treatment are 
(p. 244): “A student of corporate financing cannot comprehend the sub- 
ject unless he understands corporation mortgage bonds. He cannot under- 
stand these instruments unless he knows something about corporation mort- 
gages. And he cannot know anything of real value about corporation 
mortgages unless he has some knowledge of the rights and liabilities of 
the parties to an ordinary individual mortgage.” 

Some readers will wish that, in the section on creditor securities, more 
extensive treatment had been accorded the subject of bonds—particularly 
the nature and characteristics of the various types. Others will wish for a 
decidedly greater use of illustrative examples, and possibly for a more 
liberal sprinkling of reference notes. Among minor objections, the discus- 
sions on capital accumulation and on federal taxation seem to this reviewer 
rather too brief to be of positive value. 

Delightful features are the homely bits of philosophy interspersed 
throughout the work. These not only contribute to readability, but offer 
calm advice in a hectic world. Well worth reading are Professor Lyon's ob- 
servations on the proper function of credit in business expansion (p. 179), 
his slightly caustic comments on instalment selling (Pp. 352), the frank words 
to students regarding the limitations of positions in statistical departments 
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of investment bar.king houses as roads to fame and fortune (p. 466), and 
his good-humored observations on the difficulties of successful speculation 
(p. 894, et seq.) 
Cor.iss LLoyD PARRY 
New Canaan, Connecticut 


Business and Modern Society: Papers by Members of the Faculty of the 
Graduate School of Business Administration, Harvard University. 
Edited by MALCOLM P. McNair and Howaro T. Lewis. (Cambridge: 
Harvard Univ. Press. 1938. Pp. viii, 411. $5.00.) 


Economists actively engaged in teaching should be more familiar with this 
book than with certain other recent collections of essays devoted to more 
‘theoretical’’ phases of economics. Certainly Professor Hosmer’s discussion 
of the effect of direct charges to surplus upon stated income of corporations 
is theory in a very direct sense and extraordinarily important to the student of 
the economic mechanism. Nor can the enthusiast in the theory of imperfect 
competition afford to overlook Professor Teele’s analysis of marketing 
“logics and emotions.” Needless to say, the thinking businessman—to 
whom the book is primarily addressed—will find many a connecting link 
here between his own problems and the areas of economic analysis which 
should concern him. 

If there is a central theme in the collection of essays, it is that emotional 
reactions and attitudes are as important in the business world as logical 
reasoning. The Harvard Graduate School has emphasized this for several 
years; and, whether or not the teaching economist believes that it is over- 
emphasized, it seems certain that he has often failed to comprehend its sig- 
nificance in the determination of prices, consumption habits, labor attitudes, 
and the trend toward governmental interference. Articles by Dean Donham, 
Professor Isaacs, Professor Roethlisberger, and that by Professor Teele 
mentioned above, all touch on this field from different points of view. 

Professor Gras brings out what needs today constant reiteration—that the 
bulk of English and European tradition is on the side of government inter- 
vention and regulation, and that the laissez-faire ideal has been but a “brief 
interlude” (to use one of Professor Gay’s phrases). Everything depends 
upon what piece of history is seized upon for precedents—and Americans 
are weak in their knowledge of the strength of government prerogatives be- 
fore the end of the eighteenth century. 

A similar analysis, ranging over theory rather than history, is that by 
Professor McNair, who ably and helpfully surveys the principal contribu- 
tions to business-cycle theory of the past half-century; here again the econo- 
mist will find the clarity and insight too often lacking in the short essay. 
Professor Slichter offers a revised version of his familiar “instability” analy- 
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NEW BOOKS 


ConpLiFFE, J. B. Markets and the problem of peaceful change. (Paris: Internat. 


EI 


Inst. of Intellectual Codperation, 1938. Pp. 63.) 

This monograph was prepared in connection with a two-year study, by mem. 
bers of the International Studies Conference, of international problems of 
population, migration and colonization, and of markets and the distribution 
of raw materials. Their findings are to appear in several volumes issued by 
the International Institute of Intellectual Codperation. 

Professor Condliffe states the problem of peaceful change as, first, finding 
ways and means of satisfying urgent present needs without recourse to war or 
economic conflict comparable with and likely to lead to war; and, second, 
devising procedures whereby the legitimate aspirations of dissatisfied peoples in 


a rapidly changing world may in the future be reasonably and justly met. Analy. 
sis of Germany’s situation as illustrative of the immediate problem, is followed 
by discussion of the larger long-run problem of international codperation to 
provide flexibility and allow for different rates of economic development in the 
world community 

Assuming that nation-states are not to be replaced by a world state, that there 
will be a gradual evolution away from uncontrolled laissez-faire in international 
as well as national activity, and that restoration of an automatic, or semi- 


automatic, gold standard is highly improbable, the choice lies between the 
building of great preferential trading areas and the reconstitution of world 
trade on a regulated basis. In such “regulated expansion,” he sees the only 
promise of early international codperation making for increased volume of 


trade, reversal of the terms of trade and its direction into channels which will 
correct rather than accentuate international disequilibria. 

Any steps taken must be cautious and experimental, and the present firm man- 
agement of currency and trade maintained. Specific proposals include: con- 
tinuation and acceleration of American tariff reductions by bilateral treaties 
which will increase imports more than exports; re-opening of British colonial 
markets and modification of British tariff and quota policy and generous exten- 
sion of her bilateral treaties; enlargement of import quotas by the former gold 
bloc countries; and appropriate domestic policies involving re-distribution of 
income. 

The author sees in the present situation certain factors favorable to gradual 
relaxation of monetary and trade restrictions. “The main difficulties are not 


technical and economic, but political. Ways and means of codperation could 
be found if the nations were willing, and not afraid, to codperate.” 
PAUL S. PEIRCE 


NARSEN, J. Reinve ind their manifestation in the Norwegian ship- 


ping industry. Pub. no. 14. (Oslo: Univ. Inst. of Economics. 1938. Pp. 222.) 

This publication by a member of the vigorous group of younger economists 
working under the leadership of Professors Wedervang, Frisch, and Keilhau at 
the University of Norway is concerned with the problem: What is the sig- 
nificance of the length of life of capital instruments for the interpretation of 
the phenomenon of the business cycle? 

The author develops following theory as an approach to an answer: 

One of the causes of the business cycle is to be found . .. im. . . pure 
reinvestment cycles. In | part these are due to the fact that concentrated 


construction of equipment will reappear as an “echo” when the original capital 
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goods are “ripe for replacement.” Such “‘pure reinvestment cycles,” however, 
will be “damped” by the stretching out of replacement over a somewhat longer 
eriod than was used in the original construction and by the fact that some 
of the original capital will be lost or withdrawn from industry. Therefore, to 
explain the continuance of the business cycle phenomenon in these terms, it 
is necessary to observe, among other factors, that the “pure reinvestment cycles” 
themselves generate “secondary cycles” of mew investment and reinvestment. 
Also, it appears, that ‘‘outside — serve to contribute to concentration in 
the construction of capital goods. 

The theoretical treatment is followed by the presentation of the results of a 
statistical investigation of reinvestment (as indicated by replacement, more ac- 
curately still perhaps, assumed replacement) in the Norwegian merchant marine. 
This section contains a mass of ingeniously analyzed new data (some of it has 
appeared in the Harvard Review of Economic Statistics, Feb., 1938). Some of 
the main findings of this section are: there is revealed the presence of a five- 
year cycle in both reinvestment and new investment during the period 1883- 
1932, with reinvestment apparently leading during the upswing of each cycle; 
the age distribution of ships replaced by new construction shows “strong con- 
centrations about the ages of 9 and 19 years”; and “84.6 per cent of the ships 
(.e., shipping tonnage) acquired as new constructions left their owners before 
they reached the age of 30 years, but only 39.8 per cent of the ships were re- 
placed” (p. 52). These findings are taken as support for the claim that “the 
reinvestment theory delivers a plausible solution of the . . . main points” in the 
theory of the business cycle (p. 83). 

One may well question the author’s modification of Frisch’s definition of 
reinvestment as occurring when ‘‘new machines are of the same capacity as the 
old ones” (p. 41). On beyond this, of course, lies the question as to what 
economic significance “‘technical capacity” has in any case. Closely related to 
this is the problem of physical depreciation as compared to obsolescence. Does 
the reinvestment theory rest on the assumption that the physical life of capital 
goods has economic significance? If it were shown that this assumption is not 
true, or that it is only half-true, would it be possible to state the reinvestment 
theory entirely in terms of what the author (following Marx), has called the 
“moral” life of capital goods; and if it were so stated, what is the meaning of 
the measurement of the replacement of shipping facilities in terms of tonnage? 
Other questions arise concerning the specific manner of financing replacement, 
and the inter-relations between industries, and countries. 


C. L. CHRISTENSON 


HUFNER, W. Die Neuordnung der Deutschen Verkehrswirtschaft unter dem 


Einfluss der Arbeitsbeschaffungsmassnahmen. (Berlin: Junker und Diinnhaupt. 
1936. Pp. x, 120. RM. 5.50.) 


Concerning itself exclusively with recent changes in the German transporta- 
tion system, Dr. Hiifner’s volume undertakes first a detailed study of the finan- 
cial and work-creating measures of the Third Reich directed toward the im- 
provement of automotive equipment and roads, internal waterways, and rail- 
roads. A second section is devoted to an examination of the consequences of 
these measures with respect to the improvement of transport equipment and 
with respect to freight and passenger services; and a third section studies the 
steps taken by the German government to unify the organization and direction 
of national transportation facilities. P. T. ELLSWORTH 
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PaNnoiT, Y. S. India f indebtedness, 1898-1913. (London: Allen and | 
Unwin. 1938. Pp. 21 Os. 6d.) : 
SCHOLZ, W. Der Giterverkehr mit lastwagen im Rahmen des deutschen Giterum. 
schlages. Schriften des Instituts fiir Verkehrswissenschaft an der Universitit 
Leipzig, Heft 3. (Leipzig: Felix Meiner. 1938. Pp. 44. RM. 1.40.) 
Trucnuy, H. La crise d ha internationaux: conférences données a l’Ecole 
des Hautes Etudes ¢ rciales de Montréal du 7 février au 4 mars, 1938. 
(Montreal: L’Ecole des Hautes Etudes Commerciales de Montréal, Univ. de 
Montréal. 1938. Pp. 187.) Ch 
M. Henry Laureys has done an excellent work in bringing out distinguished 
social scientists from France to lecture at the Higher School of Commercial De 
Studies. The results have been evident in several publications. The present 
volume represents French scholarship at its best in the breadth of its approach 
and the simplicity of its arrangement. The first three chapters trace the Liston 
of international trade from the beginning of the nineteenth century to the 
present. These are followed by a discussion of capital movements with special 
relation to short-term loans, and monetary and commercial policies, with a 
description of the difficulties of adjustment and the numerous efforts closing 
with the Van Zeeland Report. The volume can be commended as an introduc- 
tion to the intensive study of modern problems of international trade. 
H. A. I. 
VAKIL, C. N. and MA.uste, D. N. Commercial relations betweer India and 
Japan. (New York: Longmans Green. 1938. Pp. xiti, 210. $3.75.) 
YOUNG, J. P. International trade and finance. (New York: Ronald. 1938. Pp. 
Xvill, 526. $4.) 
The purpose of this volume is to present as simply as possible the economic 
and financial principles underlying international affairs, together with facts and 
descriptive material necessary to an understanding of international economic 
developments. The author seeks to give an inclusive and balanced treatment 


more adequate than t provided in existing texts, with more than usual at- 
tention to the monetary problem, This emphasis is perhaps the most distinctive 
feature of the work rentiating it on the one hand from most introductory 


texts on international trade and on the other hand from more highly specialized 
treatises on financial institutions and international monetary issues. 
The 31 short chapters cover a wide range, but most of them are focussed upon 
(1) monetary and financial principles, institutions and influences (foreign ex- 
change, currency credit and price levels, gold and international price level rela- 
tionships, international aspects of currency and exchange, international mone- 
tary and exchange codperation, financing foreign trade, international money 
markets, movement of capital, American dollars abroad, reparations and wat Re 
debts, the course of international finance since the war, silver in international 
finance, trade and finance of Great Britain and France) and (2) upon tariffs 
and trade barriers (protection and free trade, protectionist fallacies, tariff prac- 
tices and other restrictive devices, tariff policies of the United States and of 
foreign countries). Consideration of trade theory is limited to two chapters 
(law of comparative advantage and quantities and value of goods traded) and C 
to material interwoven with monetary and financial discussions. There is none 
of the exposition of trade-promoting institutions, methods, and policies so com- 
mon in texts on international trade, and geographical background is confined 


to a brief chapter on raw materials in world trade. Two chapters are given to F, 
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the historical development of trade and two to ocean shipping, trade routes, and 
the American merchant marine. 

A text with such an emphasis is a welcome addition. Professor Young's 
previous writings on currency and finance in Europe and Central America, on 
international aspects of the gold standard, and on the United States silver policy, 
speak for his ste teste in the international monetary field. He has now given 
us a more comprehensive treatise. PAUL S. PEIRCE 


Clearing and payments agreements. (Paris: International Chamber of Commerce. 
1938. Pp. 400. Swiss Fr. 25.) 

Delegations for the promotion of economic codperation between the northern 
countries: the northern countries in world economy. (Helsinki: Otava. 1937. 
Pp. 240.) 

This volume possesses two distinctive features. In the first place, the five 
countries of Northern Europe—Denmark, Finland, Iceland, Norway, and 
Sweden—are treated together. This, because of their geographical situation and 
economic character, is manifestly a sound approach. Second, the book repre- 
sents the most nearly complete survey of the economic factors of the northern 
countries so far available, as well as a lucid evaluation of the rdle these countries 
play in present-day world economy. The following are some of the topics dealt 
with: agriculture; fishing and whaling; forestry and woodworking industries ; 
mining, metal and quarrying industries; the northern countries as consumers ; 
shipping; the international balance; and commercial policy of the Northern 
countries. In addition to the abundant statistical material interspersed with the 
text, 43 pages of tables are appended. 

Taken together, the five northern countries occupy a prominent place in the 
world’s industry and trade. Although having less than 1 per cent of the total 
world population, these countries possess 11 per cent of the world’s shipping 
tonnage. The northern countries “control almost half of the world’s free paper 
trade” (p. 72). In 1935 the United States, for example, received 62 per cent 
of its imports of mechanical and chemical pulp from the northern countries. 
For Germany and France, the equivalent figures were even higher—namely 86 
and 80 per cent respectively. Ore and metals, lumber, fish, and agricultural 
products are other important export commodities. Together, the northern 
countries are among the world’s leading importers of such commodities as 
coffee, grain, fruit, fuel oils, and coal; in fact, only France imports more coal 
than do these countries. Briefly, the northern countries account for 5 per cent 
of the world’s trade, which prompts the authors to give to these countries, con- 
sidered together, the fifth place among the trading nations of the world (p. 
177). S. A. ANDERSON 


Review of world trade, 1937. Economic and financial. (Geneva: League of Na- 
tions. New York: Columbia Univ. Press. 1938. Pp. 95. 60c.) 


Accounting, Business Methods, Investments 
and the Exchanges 
Corporations and Their Financing. By Hastincs Lyon. (Boston: Heath. 
1938. Pp. vii, 946. $4.25.) 
Students acquainted with Professor Lyon’s earlier text on Corporation 
Finance ( 1912) and his later Investment (1926) will not be surprised that 
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legal phenomena figure prominently in this new work on corporate organiza- 
tion and finance. But, fortunate wn for the lay reader, the author succeeds with 
some exceptions in avoiding a cumbersome juristic style. 

The book is divided into eleven major sections, each comprising from two 
to ten chapters. The customary topics found in a work on corporation finance 
are treated. In addition, the author devotes roughly one-tenth of his text 


space to a discussion of corporate organization and procedure, and another 
one-tenth to stock-exchange — Substantial chapters deal with the 


revised procedures that arise because of “New Deal” legislation, but the 
author makes no prete: * it these treatments are exhaustive. 
The approach used is that of group functioning (of stockholders, credi- 


tors, etc.) which Professor Lyon believes (p. iv) to be “at the core of the 
subject.”” One hesitates to enter objections to so carefully prepared a work, 
but the query may be raised whether this approach, unless carefully qualified, 
is not more legalistic than real? As a practical man the author of course is 
well aware that the groups concerned with the corporate mechanism do 
not always function effectively in accordance with the rights, etc., laid down 
for them. He recognizes at \ = s spots (PP. 43, 69, 581-82, inter alia) the 


stockholders or othe f groups bs it more extended explanation might have 
been helpful, from the standpoint of practicality. 

An admirable feature not always found in works of this kind is the sub- 
stantial attention (three chapters) devoted to the place of the mortgage in 
corporate finance. The reasons assigned for this rather full treatment are 
(p. 244): “A student of corporate financing cannot comprehend the sub- 
ject unless he understands corporation mortgage bonds. He cannot under- 
stand these instruments unless he knows something about corporation mott- 
gages. And he cannot know anything of real value about corporation 
mortgages unless he has some knowledge of the rights and liabilities of 
the parties to an ordinary in« ow idual mortgage.” 

Some readers will wish that, in the section on creditor securities, more 
extensive treatment had been accorded the subject of bonds—particularly 
the nature and characteristics of the various types. Others will wish for a 
decidedly greater use of illustrative examples, and possibly for a more 
liberal sprinkling of reference notes. Among minor objections, the discus- 
sions on capital accumulation and on federal taxation seem to this reviewer 
rather too brief to be of positive value. 


Delightful features are the homely bits of philosophy interspersed 
throughout the work. These not only contribute to readability, but offer 
calm advice in a hectic world. Well worth reading are Professor Lyon’s ob- 


servations on the proper function of credit in business expansion (p. 179), 
his slightly caustic comments on instalment selling (Pp. 352), the frank words 
to students regarding the limitations of positions in statistical departments 
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of investment banking houses as roads to fame and fortune (p. 466), and 
his good-humored observations on the difficulties of successful speculation 
(p. 894, et seq.). 
Cor.iss LLoyD PARRY 
New Canaan, Connecticut 


Business and Modern Society: Papers by Members of the Faculty of the 
Graduate School of Business Administration, Harvard University. 
Edited by MALCOLM P. McNair and Howarp T. Lewis. (Cambridge: 
Harvard Univ. Press. 1938. Pp. viii, 411. $5.00.) 


Economists actively engaged in teaching should be more familiar with this 
book than with certain other recent collections of essays devoted to more 
“theoretical” phases of economics. Certainly Professor Hosmer’s discussion 
of the effect of direct charges to surplus upon stated income of corporations 
is theory in a very direct sense and extraordinarily important to the student of 
the economic mechanism. Nor can the enthusiast in the theory of imperfect 
competition afford to overlook Professor Teele’s analysis of marketing 
“logics and emotions.” Needless to say, the thinking businessman—to 
whom the book is primarily addressed—will find many a connecting link 
here between his own problems and the areas of economic analysis which 
should concern him. 

If there is a central theme in the collection of essays, it is that emotional 
reactions and attitudes are as important in the business world as logical 
reasoning. The Harvard Graduate School has emphasized this for several 
years; and, whether or not the teaching economist believes that it is over- 
emphasized, it seems certain that he has often failed to comprehend its sig- 
nificance in the determination of prices, consumption habits, labor attitudes, 
and the trend toward governmental interference. Articles by Dean Donham, 
Professor Isaacs, Professor Roethlisberger, and that by Professor Teele 
mentioned above, all touch on this field from different points of view. 

Professor Gras brings out what needs today constant reiteration—that the 
bulk of English and European tradition is on the side of government inter- 
vention and regulation, and that the laissez-faire ideal has been but a “brief 
interlude” (to use one of Professor Gay’s phrases). Everything depends 
upon what piece of history is seized upon for precedents—and Americans 
are weak in their knowledge of the strength of government prerogatives be- 
fore the end of the eighteenth century. 

A similar analysis, ranging over theory rather than history, is that by 
Professor McNair, who ably and helpfully surveys the principal contribu- 
tions to business-cycle theory of the past half-century; here again the econo- 
mist will find the clarity and insight too often lacking in the short essay. 
Professor Slichter offers a revised version of his familiar “instability” analy- 


f 
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sis of recent years as a companion study of the problems of the cycle. Two 
specific problems which have puzzled the country for nearly a generation 
are discussed by Professor s Ruggles and Malott—public-utility regulation 


and agriculture. The fallacy of a sliding-scale system of rates is the chief 
point of Professor Ruggles’ article, for that is the latest ‘‘pet’’ of regulators. 
Perhaps the most interesting articles are three by accountants—Professors 
Walker, Sanders and Hosmer—for they show the reader how deeply ac- 
counting theory and methods can affect the raw materials of business state- 
ments and figures from which the economist must make inductive analyses, 
This is most clearly portrayed by Professor Sanders in assessing various re- 
forms proposed for accounting in recent years. Articles on the federal debt 
and on the study of consumer demand, by Professors Hubbard and Tosdal, 
complete this stimulating book 
SHAW LIVERMORE 
University of Buff 


NEW BOOKS 


ANDERSON, E. H. and SCHWENNING, G. T. The science of production or ganiza- 
tion. (New York: Wiley. 1938. Pp. x, 282. $3.50.) 


BaBSON, R. W. The folly of installment buying. (New York: Stokes. 1938. Pp. 
257. $1.50.) 

BABSON, R. W. and SToNeE, C. N. Consumer protection: how it can be secured. 
(New York: Harpe: 38. Pp. viii, 207. $2.50.) 

“The protection of consumers calls for a united thrust by all sectors: mer- 
chandise reporting services, buyers’ co6perative societies, consumer repte- 
sentatives at Washington, educational drives, pressure groups, alliances of con- 
sumers and business interests, and all other bona fide attacks on America’s cru- 
cial problem. Hence, the purpose of this book is to supply a handbook of the 


whole Consumers’ Front. It is based on the thought that consumers cannot 
depend upon somebody else for their salvation.” 


BAKER, J. C. Executive salaries and bonus plans, (New York: McGraw-Hill. 1938. 
Pp. xxiv, 274. $3.50.) 

Based upon the Federal Trade Commission’s investigation of executive com 
pensation which made ne les headlines in 1934 and on the salary and 
bonus data now currently compiled by the S. E. C., the book comprises a series 
of statistical studies of the nature and behavior of corporate salary and bonus 
payments to executives during the period 1928-36. These studies, most of 
which have appeared before as articles, represent the first systematic attempt to 
analyze this new material 

With the exception of a pry on investment trusts, only industrial com- 
panies are considered. Salary and bonus data are given in considerable detail, 
and some interesting comparisons are made between these figures and sales, 
earnings, and dividends. Dollar compensation tended to be greater in large 
than in small companies, but represented a smaller fraction of earnings in the 
former. There were wide variations among individual companies in the amounts 
and proportions of earnings paid to executives. Perhaps the most interesting 


chapter in the book deals with the prevalence and nature of bonus arrange- 
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ments in large industrial firms. Such schemes were surprisingly widespread in 
1929 but lost popularity rapidly during the depression. 

The author has (deliberately) made little attempt to analyze the theoretical 
implications of his material; economists will find the book most useful for 
its able presentation of the facts. It is to be regretted that the selection of sam- 
ples for study is somewhat haphazard. The omission of public utilities and 
railroads is most to be regretted. 


R. A. GORDON 


BECKMAN, T. N. and NOLEN, H.C. The chain store problem: a critical analysis. 
(New York: McGraw-Hill. 1938. Pp. viii, 350. $3.50.) 

Two chief contributions are made in this book. First, data are presented re- 
sulting from a comprehensive study of: (1) prices charged by ye ja and 
chain stores in several different kinds of business, for a large list of items; (2) 
consumers’ reactions and preferences with — to chain and independent 
stores. The data for this study were gathered throughout Florida. The second 
contribution is a rational discussion of the economic, social, and political aspects 
of chain-store legislation and taxation. 

The conclusions reached by the authors may be paraphrased as follows: 

(1) Chain stores undersell independent stores in a substantial degree in all 
of the lines of business studied ; and the price differential between these 
stores increases with increases in the number of retail units in the chain. 

(2) The FS between the prices charged by chain and independent stores 
is sufficient in most lines of business to permit the chains to shift exist- 
ing special chain taxes to the consumer, without endangering their com- 
petitive position. . 

(3) Recent studies of prices charged by chain and independent stores, 
compared with earlier studies, suggest that the price spread between 
these stores is narrowing. 

(4) Special chain-store taxes should take account of variations in sales 
volume and profits per retail unit for chains in different kinds of busi- 
ness. 

(5) State legislation and taxation with respect to chain stores, should take 
account of the superior advantages of long chains over shorter chains by 
using the total number of retail units in a chain as the base, rather than 
the number operated in the state. 

(6) Chain stores have been guilty of a number of unfair practices which 
should be made definitely illegal ; “such was the intent of the Robinson- 
Patman act.” 

(7) Chain stores may bear less than their share of the burden of local taxes, 
or of public undertakings of a local nature. Taxes designed to equalize 
chain and independent store participation in these local activities, are 
equitable. 

(8) Punitive taxes upon chain stores, taxes designed to ‘equalize whatever 
economic advantages the chain stores possess,” are not beneficial to the 
public. Such taxes are “definitely inimical to progress and advancement 
in our standard of living.” 

For a book which takes the determination of public policy with respect to 

chain stores as an objective, surprisingly little attention is devoted to the mo- 
nopolistic aspects or tendencies of chain stores. The two pages devoted to this 


Chapter in the DOOK deals with the prevalence and mature OF DOMUS atlallat* 
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subject may be compared to 15 or more pages given over to a discussion of 
statistical and samp! problems. 


JOHN A. PFANNER, Jr. 


BLooMBERG, L. N. The investment value of goodwill. Stud. in hist. and pol. 
sci., ser. lvi, no. 3. (Baltimore: Johns Hopkins Press. 1938. Pp. 70.) 

CANFIELD, B. T. Sales administration principles and problems. (New York: 
Prentice-Hall. 1938. Pp. 670. $5; textbook ed., $3.75.) 

CHayRoU, Achats rationnels: caractére du plus avantageux de deux achats 
semblables. (Paris: Recueil Sirey. 1938. Pp. xxxi, 123. 26 fr.) 

CurForp, A. M. The evaluation of corporate securities including the determina. 
tion of fair market value. (Los Angeles: Author, 639 South Spring St. 1938. 
Pp. 112.) 


DONALDSON, E. F. Bz ryganization and procedure. (New York: McGraw- 
Hill. 1938. Pp. x $4.) 

“This text presents a brief, concise treatment of the non-corporate forms of 
business organization; the corporation and problems in connection with its 
organization; and the various types of combinations and their legality. Special 
attention is given to the rights, powers, and liabilities of stockholders, officers, 
and directors, and to the right of a corporation formed in one state to tran- 
sact business in othe tes.” 

FIELD, K. Corporation e. (New York: Ronald. 1938. Pp. xvi, 529. $4.) 

The first eight chapters (131 pages) are largely simplified exposition of 
material usually found in sections covering the introduction, forms of busi- 
ness organization and corporate securities. Explanation of the balance sheet and 
income statement is given in the first chapter. 

The logic involve the organization of the balance of the text is difficult 
to ascertain, A chapter on extinction of bonds (13 pages) and one on segre- 
gated risk financing (28 pages) are followed by a scant 12-page chapter 
covering the subject of working capital (including the financing of foreign 
trade), and one of 17 pages (5 of which present the Schedule A registration 
requirements of the S.E.C.) on investment banking. The theory of issuing 
securities, financial ture and recapitalization precede the nine chapters 
dealing with expansion and consolidation. Chapters on income and reserves, 
depreciation and d nd policies are followed by business failures, te- 
organization procedure and reorganization plans. 

Professor Field’s book is probably better suited than any other corporation 
finance text for undergraduates poorly grounded in economics, accounting 


and finance. It may be questioned whether such students should take a course 
in corporation finat for there is a danger that they will be left with the 


impressions that the subject deals only with giant corporations whose executives 
are chiefly concerned with raising capital, manipulating the capital structure 
for various and sundry purposes, and in evolving complicated holding company 
structures. Howeve! Professor Field points out in his preface, “Each chap- 
ter leaves many rtunities for active class discussion. The professor 1s 
given ample opportunity to perform his own particular function.” 


DoNALD M. HALLEY 


Foits, F. E. Introduc ndustrial management: text, cases, and problems. 
2nd ed. (New York: McGraw-Hill. 1938. Pp. xiv, 566. $4.) 
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More problem material is included in this second edition than in the first 
edition, prepared in 1933, by the present author and Professor E. C. Robbins. 


FouLKE, R. A. Signs of the times. (New York: Dun and Bradstreet. 1938. Pp. 


43.) 

This pamphlet, like the parent volume which preceded it, Behind the Scenes 
of Business, presents a series of 14 significant balance sheet and operating ratios 
for 63 lines of business activity, including manufacturing, wholesaling, and 
retailing. 

The aii manager of Dun and Bradstreet’s Analytical Report Depart- 
ment, draws his data (covering over 10,000 concerns) from the wealth of 
material to which he has access. One of the principal merits of the analysis 
is the presentation of comparisons which trace the changes in the ratios for 
each line of business over a five-year period (1932-36). While the ratios are 
not based upon the same concerns each year, the trends shown in many of 
the ratios reveal significant changes in the economic condition of various in- 
dustries. 

Most of the ratios refer to workin capital, net worth, inventories, debts, 
sales or profits. The use of ratios makes it possible not only to compare the 
figures for an individual business with the norm established by average con- 
ditions in the industry to which it belongs, but also to secure an insight into 
important differences between the norms for different types of industries. 

In addition to the statistical compilations which have great value as raw 
material for analytical work by individual businessmen as well as economists 
and financial analysts, the author has presented a discussion illustrating the 
ways in which his ratios may be used to detect fraudulent practices, weaknesses 
in corporate financial structures, or bad management. Moreover, despite their 
tardy appearance which cuts down their value to forecasters, the ratios are 
of value in tracing and interpreting economic sequences as they are revealed 
in internal workings of corporations. 

HENRY B. ARTHUR 


Frey, E. Der englische Kapitalmarkt mit besonderer Beriicksichtigung der 


Finanzierung der englischen Industrie. (Zurich: Schulthess. 1938. Pp. xvi, 296. 
Fr. 7.50.) 


GILLESPIE, J. J. The principles of rational industrial management. (New York: 


Pitman. 1938. Pp. 244. $4.) 


GraNT, E. L. Principles of engineering economy. Rev. ed. (New York: Ronald. 


1938. Pp. xix, 431. $3.75.) 


This revised edition of a book of the same title originally published in 1930 
has been entirely rewritten around a new outline. A first section emphasizes 
the need for a special approach and presents “a pattern for engineering 
economy studies.” The interest element in economy is then the subject of 
seven chapters, The final two sections cover the technical problems and some 
of the obstacles to economy. Appendices include notes on the technique of 
estimating costs, interest tables and a bibliography. There is an accompanying 
problem book of some 140 pages which neeshidle the text. 

The area covered by Professor Grant is important. He recognizes the need 
for a special analytical approach to meet the special problem of selection among 
alternatives and makes his presentation more generally helpful by avoiding 
involved mathematics. 


W. P. Fiske 
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HAVLIK, H. F. § as and electric rates. (New York: Columbia 
Univ. Press. 1 34. $2.75.) 

HOAGLAND, H. E. « finance. New 2nd ed. (New York: McGraw-Hill, 
1938. Pp. xu, $4.) 

HorTcnkiss, G. B. A f marketing: a brief history of the evolution of 
market distribu (New York: Macmillan. 1938. Pp. 321. $2.50.) 

JANZEN, C. C. Every. onomics. (Chicago: Thiessen Printing Corp. 
1938. Pp. 75.) 

A convenient | ontaining brief definitions of 800 economic and 
business terms used rrent textbooks and business publications. 

KirsH, B. S. and S: » H.R. Trade associations in law and business. (New 
York: Central Book Co. 1938. Pp. 399. $5.) 

KNox, F. “We pla that way.”’ (New York: Longmans Green. 1938. 
Pp. viii, 82. 50c.) 

McKEE, R. W. H troleum accounting. (New York: Harper. 1938. 
Pp. 458. $5.) 

MEEK, H. B. Hor yation: a theory of hotel room rates. (Ithaca: Cor- 
nell Univ. Dept. of Hi Admin. 1938. Pp. iti, 120. $2.) 

MERIAM, L. Pub! roblems: from the standpoint of the operating 
officer. (Washi Brookings Inst. 1938. Pp. xii, 440. $3.) 

MOUuLIK, M. M. La f inziavia britannica in India. (Bologna: Zanichelli, 
1938. Pp. xii, z ) 

MOULTON, H. G nization and the economic system. (New York 
McGraw-Hill. 1938. Pp. xviii, 515. $3.50.) 

OPPENHEIM, S. C. | trade regulation. (St. Paul: West Pub. Co. 1938. 
Pp. 1500. $6.50.) 

PATON, W. A. E inting. (New York: Macmillan. 1938. Pp. xxi, 
830. $5.) 

PHILLIPS, C. F. Maré (Boston: Houghton Mifflin, 1938. Pp. xviii, 781. 
$3.75.) 

READ, W. H. Acc nual for counties of Tennessee. Vol. 41, no. 4. 
(Knoxville: Univ. of Tennessee Record. 1938. Pp. 127.) 

SCHMALZ, C. N. ¢ results of department and specialty stores in 1937 
Bull. no. 106. (B yn: Harvard Univ. Bur. of Bus. Res. 1938. Pp. vi, 34. 
$2.50.) 

TaAGGaRT, H. F. 7 rinciple in minimum price regulation. Michigan bus. 
stud., vol. viii, n (Ann Arbor: Univ. of Michigan Bur. of Bus. Res. 
1938. Pp. 182. $1.) 

This study is plementary to the author's Minimum Prices under th 
NRA. His purpose has been to make a critical and comprehensive analysis of 
the application of the individual cost principle under the NRA and at the 
same time “to point the study toward the current spread of legislation which 
attempts to use the no-sales-below-cost principle as a panacea for all the 
annoyances of petition. 

Prohibition of below cost is not a simple matter either in theory of 
in practice. The ng of an adequate cost formula is beset with difficulty 
The applicatior he formula is even more troublesome. These are the 
problems to whicl eater part of the book is devoted. This involves 
a detailed discussion of the major questions met with in code formulation— 


the elements of cost to be included or excluded and the methods of distributing 


W. FISKE 


1938| Accounting, Business Methods, Investments, Exchanges 805 


these elements to the individual units of product. These are too numerous to 
be reviewed here, but among them are the general problems of material pricing, 
the determination of normal capacity, and the distribution of overhead costs. 
All of these are considered in the light of administrative feasibility as well 
as that of wise public policy. Numerous references to codes, both submitted and 
approved, are made to show the various attempts at solution. 

Three appendices are included, the first giving complete cost formulas for 
several industries, the second on the Minnesota Anti-Discrimination act, and 
the third on the “Established Cost Survey.” 

The cumulative evidence that Professor Taggart has presented amply justi- 
fies his conclusion that “. . . the working out of such rules in any complete 
sense is impossible and that, therefore, the rule against sales below individual 
cost is chimerical and incapable of enforcement.” The attempt to base 
‘.. . minimum prices on individual costs in any literal sense is so utterly im- 
practicable that | neg fixing is the inevitable result.” Trade and industry are 
too complex, and the variations among members of a single group are too great 
to be adequately fitted with uniform costing rules. Furthermore the determina- 
tion of price policies is not the primary function of cost accounting in its 
present stage of growth. It has been developed as an essential tool of manage- 
ment and its great usefulness is still in that field. 

To all those interested in the problems of price controls, Professor Taggart 
has rendered a valuable service. 

W. C. BEATTY 


TeeELe, S. F. Expenses and profits of limited price variety chains in 1937. Bull. 
no. 107. (Boston: Harvard Univ. Bur. of Bus. Res. 1938. Pp. 39. $1.) 

TyLer, C. Chemical engineering economics. 2nd ed. (New York: McGraw-Hill. 
1938. Pp. ix, 241. $3.) 

WricuT, J. W. Marketing practices in producers’ local cotton markets. (Wash- 
ington: Supt. Docs. 1938. Pp. 92.) 

American direct investments in foreign countries, 1936. Econ. ser. no. 1. (Wash- 
ington: Supt. Docs. 1938. 10c.) 

The assessment of psychological qualities by verbal methods. Rep. no. 83. (Lon- 
don: Industrial Health Res. Board. 1938. Pp. vi, 132. 2s. 3d.) 

Subjects under discussion include attitude tests, rating scales and personality 

questionnaires, 


Plans for rating employees. Stud. in personnel policy no. 8. (New York: Nat. 
Industrial Conf. Board. 1938. Pp. 39. $2.) 

A practical program for the coérdination of government, labor and management. 
A series of addresses delivered at the twenty-second annual meeting of the 
National Industrial Conference Board. (New York: Nat. Industrial Conf. 
Board. 1938. Pp. 81.) 

The addresses are those of Messrs. Virgil Jordan, A. A. Berle, Jr., Otto S. 
Beyer, W. A. Harriman, George H. Houston, Philip Murray, and Donald A. 
Richberg. There is general agreement that some form of codrdination or co- 
Operation between the three groups—government, labor, and management— 
's now or will sooner or later be necessary. There is far less unanimity on 
more specific methods of procedure. 

Messrs. Jordan, Houston and Berle would place the responsibility for study 
and action primarily upon management. The other speakers lay rather more 
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stress upon the joint efforts of management and labor. Mr. Berle and Mr. 
Murray empha t portance of study and basic research. Mr. Beyer and 
Mr. Richberg s t that the establishment of peaceful methods for the 
settlement of industrial disputes, along the lines of mediation, is a primary 
requisite. Stronger t associations, with broader powers of action, are advo. 
cated by several of the speakers. In general, the réle of government is con- 
ceived as that of a pient of advice, either eager or unwilling, an implement 
for the furtheran f plans previously agreed upon by one or both of the 
other groups. As Mr. Harriman puts it: “If we can go to government with 
united objectives, we can expect and obtain codperation from government.” 

Douc ass V. BRown 

The retailer and the bh Congress: a legislative review of the three sessions, 
(Washington: Am. Retail Federation. 1938. Pp. v, 30.) 

Security and Exchange Commission: report on the study of investment trusts 
and investment companies pursuant to Section 30 of the Public Utility Hold. 
ing Company act of 5. Part 1. Origin, scope and conduct of the study; 
nature and clas f investment trusts and investment companies; origins 
of the investment 1 investment company movement in the United 
‘tates. Part 2. Statis urvey of investment trusts and investment companies, 
(Washington: Securities and Exchange Commission. 1938. Pp. 149; 119.) 

Small scale retail: il analysis of unpublished data from Census of 
American busine ), Dom. comm. ser. 100. (Washington: Bur. of For. 
and Dom. Com: 38. Pp. 48. 10c.) 

Trading in commodity futures. (Washington: U. S. Dept. of Agric., Com- 
modity Exchange Admin. 1938. Pp. 40.) 


Capital and Capitalistic Organization 


The Tennessee Valley Authority: A National Experiment in Regionalism. 
By CLARENCE Lewis Hopce. (Washington: Am. Univ. Press. 1938. 
Pp. xii, 272.) 

Dr. Hodge, Teaching Fellow in Political Science at the American Unt- 
versity, examines the Tennessee Valley Authority to ascertain whether or 
not it provides a workable pattern for future regionalism. In a brief intro- 
duction he establishes the case for, and traces the progress of, regionalism. 
He then analyzes the Tennessee Valley act, with special emphasis on the 
sections providing for regional planning; and follows with a brief descrip- 


tion of the Valley—its resources, people, problems and potentialities. In 
the main part of the study, chapters 4 to 7, the author describes the adminis- 
trative units of the Authority that deal with regional planning, the public 
organizations (160 in number) involved in regional inter-governmental co- 
operation, the lay organizations (79 in number) that codperate with TVA, 
and the technique used to secure codperation. The material, for the most part, 
is derived from government documents and personal interviews with off 
cials of TVA; an excellent bibliography is appended. 

The purely administrative aspects of regional planning in the area are 
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analyzed decisively. The author appraises carefully the institutional obstacles, 
the defects of the Act itself, and the successes and failures of the Authority. 
He concludes that the regional planning activities of TVA, in so far as they 
relate to specifically defined objectives, have been successful, but that little 
progress has been made in the broader and more nebulous fields of eco- 
nomic and social planning. He recommends a series of administrative 
changes designed to strengthen and to extend codperative planning. Though 
he favors regional planning and thinks TVA generally sound from an ad- 
ministrative point of view, Dr. Hodge hesitates to advocate the same type 
of organization for other regions. He suggests that other arrangements may 
serve regional needs in particular areas better than watershed authorities 
modelled after TVA. 

The economic aspects of the problem are treated with less assurance. The 
study fails to answer the fundamental question whether TVA, or any system 
of regional planning that operates within the framework of capitalism, can 
improve the economic and social well-being of the people. Here the author, 
like so many advocates of planning, confronts a dilemma and falls into 
confusion. Practical administration is concerned with effecting adjustments 
between TVA and existing institutions; yet TVA cannot attain its social 
objectives unless these institutions are changed. Although cognizant of this 
difficulty in respect to hydro, forestry, agricultural land, industrial develop- 
ment, fertilizer and other vital functions, the author presents no definite 
program for institutional changes. He merely suggests, vaguely and without 
specification, the desirability of legislation to clarify and implement the 
Act in respect to these matters. His reluctance to recommend the extension 
of TVA to other areas may be due in part to his uncertainty regarding the 
solution of the economic problems involved. The advocates of regional plan- 
ning should recognize that no significant progress in this direction can be 
made until certain basic institutions of capitalism are modified. 

Horace M. Gray 

University of Illinois 


Rebirth of Monopoly: A Critical Analysis of Economic Conduct in the 
Petroleum Industry of the United States. By WILLIAM J. KEMNITZER. 
(New York: Harper. 1938. Pp. 261. $2.50.) 

The title of this book is suggestive. So is the book itself. This is about all 
that can be said for it. The publisher’s blurb states that k “is written 
in the belief that monopoly in the petroleum industry of the United States 
is being reborn.” The belief is clearly apparent but the evidence to swpport 
this belief is quite inadequate. There is an easy assumption of proof which 
reminds one of the naive rule of the Scotch juryman: “‘I look at the prisoner 
in the box and I say to myself, ‘If ye are not guilty, why are ye here?’ ” For 
instance, while the common policies of conduct followed by large oil com- 
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panies ‘‘might seem a coincidence or merely the result of similarity in eco. 
nomic position,” the reason “is more likely” to be found in their common 
dominating stockholders, or interlocking affiliates, or both. On this point 
the treatment, at best, is unconvincing. For example, there is a loosely- 
drawn chart of interlocking stockholding groups; but there are no sup- 
porting tables or other data to show whether the interownership amounts 
to 100, 1,000, or 1,000,000 shares in any given case. The inclusion of the 
General Education Board, the University of Chicago, the Society of New 
York Hospital, the Sun Life Assurance Company of Canada and some half 
dozen brokerage concerns in the list of interlocking holders does not 
strengthen the charge of monopoly. 

Again, the author sees an opportunity for monopoly in the circumstance 
that twenty companies account for approximately 87 per cent of the business 


of the industry. This can hardly be denied. What is needed is definite 
evidence that these companies actually are operating in such concert as to 
constitute a monopoly 

Likewise, the author finds the ordinary technologist ‘an unpretentious, 
conscientious individual” who often has “struggled to get through college” 
hoping for a job from a big company, and who, when he gets one, joins 
the various clubs to which other major-company technologists belong, takes 
out company insurance, buys company stock and generally “falls in line.” 
Grant all this, yet it hardly justifies the author's sweeping assumption: “Is 
it any wonder, then, that most major company technologists will ‘blow hot 


or blow cold’ whichever is wanted?” 

Such easy reasoning necessarily impairs confidence in the main argument 
of the book. This is not to deny that monopoly may be in process of forma- 
tion. The point here emphasized is merely that the author does not make 


out an adequate case LUTHER CONANT 
Winchester. Ma usetl 
The Middle W ay: A Study of the Problem of Economic and Social Progress 
in a Free and Democratic Society. By HAROLD MACMILLAN. (London 


and New York: Macmillan. 1938. Pp. ix, 382. $2.50.) 
Under a title similar to that used by Childs for his study of Sweden, this 
author, a member of Parliament, outlines a middle course toward greater 


rationalization, regulation and economic planning for Britain. 

The individual has sacrificed much of his economic freedom and inde- 
pendence to gain the advantages of a more efficient industrial and social 
system. That system, however, continues to fail in its responsibility to him 
and to yield only limited benefits together with poverty and insecurity for 
large groups of its members. For Britain the author proposes reform the 
middle way. On the one hand he concedes the impossibility of a return to 
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a ‘free economy” as known in the past or as theoretically defined. On the 
other he rejects fascism, communism, and socialism as remote and undesir- 
able. With customary clarity and conviction he outlines the middle way, 
revealing occasional traces of concern lest the remoteness or political im- 
possibility of one or another of the rejected “isms” be doubtful. 

The way sought is a desirable and feasible one in harmony with the trend 
of evolutionary development. A review of this trend shows the abandon- 
ment of Jaissez-faire and free competition in practice, the extension of 
public enterprise,’ and increased governmental intervention in economic 
life. This is regarded as an accelerating trend toward planning; the next 
step is from piecemeal planning to national planning. 

As usual the goal is the achievement of acceptable minimum standards 
of living, security, and individual freedom for the masses. The necessary 
economic welfare cannot be had without insuring larger incomes and lower 
prices. Nor will legal minimum wages alone suffice. Fundamental improve- 
ments in the system are required. 

For present costly methods of distributing basic essentials, like bread, 
sugar, milk, butter, eggs, and potatoes, the most economical methods of 
large-scale cobperative enterprise are proposed. By eliminating competitive 
redundancy, increasing efficiency, and establishing public utility control in 
this field, essentials may be provided at the lowest possible cost. Similarly, 
public ownership and management or regulation is advocated for those 
fully developed industries affected with the public interest. The remaining 
branches of industry are to be left largely free. Freedom and uncontrolled 
competition are positively advocated for new industries needing the “‘vigor- 
ous initiative of private enterprise.’’ Upon achieving full development, how- 
ever, industries are regarded as inclined to over-expansion, thus necessitating 
reorganization and rationalization. Such industries, whose facilities threaten 
to outrun market demand, will be permitted to integrate or they may be 
permitted, encouraged, or required to reorganize and engage in business 
self-government under a proposed enabling act reminiscent of the NIRA. 

In tentative and often vague terms the rationalization of finance and the 
central supervision and control of foreign trade are made part of the general 
program. All these directed activities are to be endowed with the inspiration 
of national planning through a National Economic Council as central co- 
ordinating body. Out of the increased efficiency and employment expected 
in this rationalized economy will come the possibility of additional wages 
and even statutory minimum wages without higher retail prices. Moreover, 
the consequent reduction in cyclical fluctuations will render employment 
and consumer incomes more secure. 

The line of argument is strangely similar to that prevalent in this country 
during 1932-35. Persuasiveness gives way to generality and tentative sug- 


er 
nt 
y- 
p- 
ts 
€ 
alf 
ce 
ite 
to 
US, 
ins 
es 
“Is 
hot 
ent 
ake 
| 
ress 
don 
this 
nde- 
him 
for 
the | 
n to 


810 Reviews and New Books [ December 
gestions at crucial points. Nevertheless, the general philosophy and method 
presented are sufficient to constitute a case worthy of discussion. 

Of the multitude of points on which the reviewer is inclined to take issue 
only a few need to be recorded here. The facility with which wages ate to 
be raised and employment provided for low income groups is unconvincing. 
The goals, methods and principles of regulating foreign trade and finance 
surely call for more thorough analysis and formulation. But a critical part of 
the whole scheme is business rationalization and self-government under a 
proposal involving few safeguards for the protection of the public. The 
author gives no evidence of having examined the American experience or 


the disillusionment which followed. Before hastening monopoly capitalism 
in the interest of greater economic freedom for the masses, this might be 
recommended. In any event a clearer insight into the incidental results of 
business planning and the manner of meeting the conflict between industrial 
progress and security is needed before encouragement is given to this trend. 
ROBERT D. CALKINS 
University of ( 


International Raw Materials Cartels. By WILLIAM OUALD, assisted by L. 
BALLANDE. (Paris: Internat. Inst. of Intellectual Codperation. 1938. 
Pp. 54.) 

Under the auspices of the League-sponsored International Institute of 
Intellectual Codperation the tenth session of the International Studies Con- 
ference met in Paris from June 28 to July 3, 1937. This conference was dedi- 
cated to the task of contributing to the vital problem of Peaceful Change. 

A valuable part of the preparatory documentation of this conference con- 
sists of monographs contributed by experts appointed by the Institute or 
its subsidiary national ‘‘codperating” committees. In this country Eugene 


Staley, now of the Fletcher School of Diplomacy, and Frederick Sherwood 
Dunn, of the Yale Institute of International Studies, contributed such mono- 
graphs, while Isaiah Bowman, President of Johns Hopkins University, ed- 
ited a valuable volume on Limits of Land Settlement. The study here te- 
viewed is a French contribution to this documentary preparation of the 
Paris Conference of 1937. 

In a nutshell, this study might be described as a proposal to apply to inter- 


national economics, especially to the field of internationally traded basic 
raw materials, the general ideas and philosophies underlying the NIRA 
experiment. The authors hope to promote the cause of Peaceful Change by 
eliminating unfair international competition from one of the most vitd 
and hence most delicate sectors of world economy—basic raw materials 
The means to that end are seen in international cartels regulated by inter- 
national conventions 

In a historical section of the study, which appears to be based on a larger 
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hod study of the assistant author entitled Les Ententes Internationales (Paris, 
1937), cartels affecting the production of thirteen commodities (aluminum, 
a mercury, wood pulp, nitrates, phosphates, potash, copper, steel, zinc, lead, 
a tin, rubber, tea) are briefly discussed. The evidence cited appears to be se- 
ing lected with forensic skill, though too meager to warrant the faith the authors 
“ed place in the international cartel as an instrument of international economic 
t of policy. Those suspicious of, or even prejudiced against, the cartel as an 
ee instrument of social control will hardly forget their scruples simply because 
The certain cartels during a brief span of a business cycle marked by most un- 
Rae usual, almost unique, economic conditions, are credited with having behaved 
“—_ fairly well. Moreover, the consolation that even monopolists cannot drive 
t be prices up ad libitum will hardly silence the objections of critical economists. 
i of However, in this time of storm and stress, every contribution made to the 
trial cause of Peaceful Change is most gratefully welcomed; for change alone 
end. can assure the continuity of world peace. 
EricH W. ZIMMERMANN 


University of North Carolina 


NEW BOOKS 


BaRNES, I. R. Cases on public utility regulation. (New York: Crofts. 1938. Pp. 
xx, 984. $5.) 


Cases are arranged under the following headings: the public utility concept 


wy L. 
938. 


te of and the power to regulate; federal and state jurisdiction; the courts and the 
Con- commissions; certificates of convenience and necessity; the regulation of ac- 
dedi- counts; rate regulation—utility price policies, the present fair value doctrine, 
ge. valuation methods, the prudent investment program, the rate of return, the 
faba practices of state commissions, critical appraisal, operating expenses; control 
| of security issues and capitalization; the holding company and intercorporate 
te of relations; service regulations; the Federal Power Commission; public owner- 
ship. 
wood ‘The selected cases are divided about equally between the opinions of the 
nono- United States Supreme Court and the decisions of lower courts and commis- 
, ed sions. . . . An introductory note at the beginning of each chapter presents 
-_ the nature of the regulatory problems under consideration and their relation 
oped to other phases of utility regulation. . . . For the convenience of instructor 
ff the and student, each chapter contains references to parallel readings in the com- 
monly available texts and treatises.” 
inter- 
Rai BEHLING, B. N. Competition and monopoly in on utility industries. Stud. 
JIRA in soc. sci., vol. 23, nos. 1-2. (Urbana: Univ. of Illinois. 1938. Pp. 187. $2.) 
CHANTLER, P. The British gas industry: an economic study. (Manchester: Man- 
ige by chester Univ. Press. 1938. Pp. xi, 141. 7s. 6d.) 
- vital Studies in public utility economics in Great Britain are rather sadly lacking, 
efials but recently there has developed a definite tendency to overcome this deficiency. 
inter: The book under review is an excellent and much needed contribution in this 


direction. The author first presents a concise treatment of the growth of the 


larger gas industry in Great Britain, supporting his discussion with ample statistics. 
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He then gives ent presentation of the structure of the industry, analyz. 
ing the types of ownership and organization, the complex problems connected 
with by-produ nd the growth of integration and codrdination. Serious prob. 
lems are fou <ist in the latter field, the author finding no positive eyj. 
dence of any tion between size and efficiency. The holding company has 
made some | ) but its prospects from the standpoint of public policy 
do not seem | very alluring. It is suggested that no single medium cap 
bring about satisfactory codrdination. 

The discussion on public regulation and price policy is exceedingly illumi. 
nating. “British public-utility control has developed primarily through the 
medium of statutory instruments’ (p. 62), and since 1870 regulations have 
been mainly under the supervision of the Board of Trade. On the whole 
this has not very satisfactory procedure, because statutory arrangements 
for price and profit control are too discontinuous. Similar difficulties arise in 
connection w rvice standards. An extensive analysis of the sliding-scale 
leads to the yn that it is not a suitable means of securing appropriate 
rates. The basic-p system is similarly deficient. While these schemes were 
aimed at pre nopoly exploitation, they failed to deal with discrimi. 
nation, yet this is tl ief problem now that competition with electricity has 
destroyed th » OL monopoly profits. 

Price policy gas supply requires flexibility to meet widely different market 
conditions” ( ), and for this there is no “theoretically correct rate’ 
(p. 111). TI Mr. Chantler feels that there should be a body of gas 
commissioners, whose functions would be similar to a “strong” public-utility 
commission t ntry. It is interesting to note the frequent suggestions 
in British lite today favoring such quasi-judicial bodies. 


DubDLey F. PEGruMm 


Epwarps, G. W. 7 ion of finance capitalism. (New York: Longmans 
Green. 1938. Py $4.) 

GORDON, L. 7 | yporation in Great Britain. (New York: Oxford 
Univ. Press 8. Pp. viii, 351. $3.50.) 

The complex social problems presented in industries, essentially large-scale 
or monopolisti nature, have created a definite challenge to democratic 
government. Great Britain's experiments with the problem are eliciting wide- 
spread inter¢ | have resulted in the publication of three books in rapid 
succession. 7 ne under review, like the other two, is essentially a study 
in public administration. In addition to the three best known and youngest 
of these public corporations—namely, the Central Electricity Board, the British 
Broadcasting ( ration and the London Passenger Transport Board, there 
is included a chapter on the Port of London Authority. The book contains 
large amount il detail and is heavily documented. 

The four ¢ tions dealt with operate in completely different lines o! 
endeavor but | | ommon characteristics of close affiliation with public 
interest, mono} tendencies or possibilities, and consequent close govern: 
mental supervis [he use of the public corporation to deal with the tssues 
involved is a k outgrowth of developments in these various fields but 
it is by no means ly possibility. It is significant to note that the author 
suggests the us si-judicial bodies to supervise pricing problems. It 1s 


felt that even a pul orporation needs some checks that cannot be included 
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in the statutes, but that Parliament is not the agency, since it is unsuited to 
guiding business policy. 

~ The point of view of the author is that of the New Fabian Research Bureau, 
with a rather definite bias in favor of socialization of large-scale industry. The 
public corporation is in this respect, however, not a solution free from difh- 
culty. The financial problems presented by business fluctuations and the need 
for stimulating efficiency present a somewhat interesting dilemma to those 
who favor socialization but who are sceptical of the fortunes of outright 
government ownership. The analysis of the financial problems facing the 
CEB. illustrate this. It is curious, to the reviewer at least, that the T.V.A. 
is regarded as a public corporation in the same category as the British, espe- 
cially when the methods of financing are so radically different. 

While the author supports strongly the idea and use of the public corpora- 
tion, and while he praises the 1a oh pg oy to date, he is nevertheless very 
critical of the compromises involved in both the establishment of them and 
their operation. This is a typical point of view. The British Broadcasting 
Company comes in for the most critical treatment and this is because its 
services are less subject to economic measurement than the others. It should 
be remembered, in connection with the broadcasting problem in Great Britain, 
that only 12 wave-lengths are available to her under the Lucerne plan. 

Dubey F. PEGRUM 


HAUSSMANN, F. Konzerne und Kartelle im Zeichen der "Wirtschaftslenkung.” 


(Ziirich: Recht und Gesellschaft. 1938. Pp. 371.) 


Havuik, H. F. Service charges in gas and electric rates. (New York: Columbia 


Univ. Press. 1938. Pp. 234. $2.75.) 


This study treats service charges as collection devices by which gas and 
electric companies secure “the revenues to which they are entitled by law.” 
This approach ignores the fact that these charges, by their nature and historic 
usage, are merely forms of monopolistic pricing invoked by private monopolists 
to maximize pes’ Much of the voluminous material adduced to justify the 
imposition of service charges is derived from private monopolistic sources 
and, hence, is nothing more than rationalization. The author, a! many points, 
is cognizant of these difficulties; he recognizes the evils inherent in the un- 
restricted operation of the profit motivation and the desirability of adjusting 
rates to social rather than private ends. Yet, under present institutions, he sees 
no way to attain this latter objective; consequently, he is disposed to accept 
the service charge with suggested modifications to obviate abuses. The ample 
documentation, a carefully selected bibliography, and a detailed index con- 
tribute to the usefulness of the book for reference purposes. 

Horace M. Gray 


McDiaRMID, J. Government corporations and federal funds. (Chicago: Univ. 


of Chicago Press. 1938. Pp. xx, 244. $2.50.) 


The chapters of Dr. McDiarmid’s book constitute a group of somewhat 
unrelated studies dealing, mainly, with existing federal corporations. Descriptive 
rather than analytical, the volume is an excellent introduction to this compli- 
cated subject, though it is unfortunate the author does not indicate more plainly 
that he is dealing with only a portion of the field of federal corporate activity. 
One of Dr. McDiarmid’s chief interests is the extent to which government 
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corporations have been freed from the necessity of annual appropriations and 
the dictates of the comptroller general, and the administrative importance of 
this development. Other administrative problems, and the general significance 
of federal corporations in the American scheme, are not so thoroughly treated, 


CHARLES CORTEZ ABBOTT 


SrotTz, L. and JAMISON, A. History of the gas industry. (New York: Authors, 
Room 550, 420 Lexington Ave. 1938. Pp. 534. $3.50.) 

Wison, G. L., and others. Public utility regulation. (New York: McGraw-Hill, 
1938. Pp. 586. $4.) 

Transactions of the Third World Power Conference and of the Second Con. 


gress on Large Da (Washington: Supt. Docs. Pp. 7500; 2500. $22, per 
set.) 


Labor and Labor Organizations 


L’Es perimento Roosevelt e il Movimento Sociale negli Stati Uniti d’ America, 
By MaRIANO Pierro. 2nd ed. (Milan: Mondadori. 1937. Pp. xxxvi, 
631. L. 30.) 


This book illustrates the interest aroused abroad by the New Deal, since 
its second edition appeared only a month after the first. Professor Pierto, a 
student of labor problems and legislation, devotes his study to a description 


of the labor aspects of the New Deal, intended for Italians without prior 
familiarity with the American labor situation. To give perspective, some 


200 pages are given to a résumé of labor history from the early days of the 
republic to 1933. This part of the study is based almost wholly on the works 
of Commons, Perlman, Taft and Yellen. Perhaps too much emphasis has 


been placed upon the spectacular strikes, but the main purpose is to show 


the relatively weak position of organized labor. 
The Roosevelt labor program is described on the basis of the Brookings 
and Harvard studies, supplemented by some primary documents. Americans 


will find nothing that is not quite familiar in this part, but it does give a 
fair presentation of the facts to 1936. Evidently the concluding section was 
rewritten in 1937, without however correcting earlier inconsistent state- 
ments, or incorporating new data. Thus the author expects that the Wagner 


act would be declared unconstitutional (p. 571) but subsequently reports 
the decision of the Supreme Court; the invalidation of the New York 
minimum wage law is noted, but not the reversal in the Washington case; 
the forecast of the passage of the court-packing bill is retained. There are 
some minor factual errors, incorrectly spelled or identified proper names, 


and errors in the reproduction of English words and phrases (e.g., pp. 10’, 
108, 147, 159, 226, 249, 262, 309, 371, 417, 520, 544, 582). 


The author’s personal views do not affect his descriptive materials, al 
though the views of the sources used are reflected to a great extent. One 
might criticize the adequacy of the presentation. The relief program and 
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the Social Security act are not discussed adequately, though they would seem 


to be important parts in the program of restoring “equilibrium in the class 
struggle.” Other aspects of the New Deal and the interrelation of monetary, 
labor regulatory and taxation programs are scarcely mentioned. In his con- 


duding chapter the author evaluates the program, and intimates that the 


attempt to solve the problem of class conflict and depression was doomed to 
failure under a democratic constitutional régime. Conflicting interests can 
be restrained, he holds, only by a stronger government than is consonant 
with American tradition. 


HENRY J. BITTERMANN 
Ohio State University 


NEW BOOKS 


ANDERSON, N. The right to work. (New York: Modern Age Books. 1938. Pp. 
152. 50c.) 


Much has been written during the past few years concerning the theoretical 
aspects of public works as a method of dealing with the problem of unemploy- 
ment, but relatively little about the difficulties inherent in the formulation 
and administration of a public works program. In the present volume the author 
is primarily concerned with the latter, particularly as they have manifested 
themselves under the Works Progress Administration. The relatively greater 
space given this agency is explained, first, by the fact that as Director of 
Labor Relations of WPA the author is more intimately acquainted with its 
activities than with those of other federal agencies having to do with public 
works; and second, because WPA has provided more than 80 per cent of 
the jobs made available to relief workers since its inception. 

The author readily admits a bias “. . . in favor of more public employment 
when and where it is needed.” With respect to the controversial question as 
to the form which work relief should take he is inclined toward “the most 
direct method possible and that is the force account” where the government 
itself buys the materials, hires the workers, and directs the project instead of 
letting it out to private contractors. A number of photographs illustrate the 
many types of work, ranging in magnitude from the construction of the 
Tri-Boro Bridge in New York City to a sewing project, undertaken by WPA. 

Mr. Anderson has done an extremely effective piece of work in pointing 
out the handicaps under which the government has labored in developing 
its work relief program. It has endeavored to provide useful, constructive 
work which would not encroach upon the domain of private industry. It has 
had to find projects which would not only meet these tests, but which, of 
course, would utilize the skills, or lack of skills, of the unemployed in each 
locality. It has had to take labor, much of which has been rejected by industry 
as too inefficient for its purposes and make the best of it. It has had to do 
this under the constant “heat” which various pressure groups have turned on 
to divert the program this way or that to promote their particular interests. 

Despite his official connection with WPA, the author denies possession 
of any “inside” information about how the administrative wheels go round. 
Fortunately, the inclusion of such information if, in fact, such exists, is not 
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‘© the Hatt, P. and Locke, H. W. Incentives and contentment: a study made in a 
British factory. (New York: Pitman. 1938. Pp. 202. $1.) 


LF Hansson, S. Den svenska fackféreningsrérelsen. 6th ed. (Stockholm: Tiden. 

| 1938. Pp. 459. Kr. 3.75.) 

» 243. The character and extent of the Swedish labor movement is here ably 
described and discussed by the foremost authority on Swedish labor problems 

(New and the present head of Socialstyrelsen, the government's fact finding agency 
in the field of industrial relations. This volume is the sixth edition, greatly 

wnem- revised and enlarged, of a work first published in 1923 and since then exten- 

Docs. sively used as a handbook and basic text in the libraries and study circles of 
the Swedish labor movement. 

Graw- The principal problems dealt with are: forms of organization; financial set- 


up; union aid (strike, lockout, unemployment and sickness) ; methods and 
tactics; types of agreements; labor legislation; wages, hours, and problems 
of technological advance; labor in politics; as well as a chapter on the Swedish 
Association of Employers, formed largely as a result of Gieouaiin activities. 
Each topic is introduced historically, whereby the evolutionary character of 
the Swedish labor movement is emphasized. 
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HERRMANN, H. Ten years of work experience of Philadelphia machinists. Rep. 
no. P-5. (Philadelphia: WPA, Nat. Res. Project. 1938. Pp. xiv, 132.) 

KLEIN, E. E. Work accidents to minors in Illinois. (Chicago: Univ. of Chicago 

Press. 1938. Pp. xvii, 256. $1.) 

Mittis, H. A. and MontTGomeERY, R. E. Labor’s progress and some basic labor 

problems. (New York: McGraw-Hill. 1938. Pp. 600. $3.75.) 

Morrison, H. British transport at Britain’s service. (London: The Labour 

Party. 1938. Pp. 11. 1d.) 
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ae PALMER, G. L. Employment and unemployment in Philadelphia in 1936 and 
(pref 1937, Part 1. May, 1936. Rep. no. P-3. (Philadelphia: WPA, Nat. Res. 
| Project. 1938. Pp. 97.) 

talities PALMER, G. L., and others. Ten years of work experience of Philadelphia weavers 
i of 2 and loom fixers. Rep. no. P-4. (Philadelphia: WPA, Nat. Res. Project. 1938. 


Pp. xiv, 100.) 

Treats of reémployment opportunities and recent changes in industrial tech- 
niques. Prepared in codperation with the Industrial Research Department of 
the Wharton School. 

RICHARDSON, J. H. Industrial relations in Great Britain. 2nd ed. Stud. and rep., 
ser. A, no. 36. (Geneva and Washington: Internat. Labour Office. 1938. Pp. 
301. $1.) 

Rucker, A. W. Restoring management control of wages and hours. Address at 
‘Oth annual convention, Nat. Metal Trades Assoc. (Chicago: Nat. Metal 
Trades Assoc. 1938. Pp. 23.) 

Saposs, D. J. and Buiss, E. T. Anti-labor activities in the United States. (New 
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rial dis _ York: League for Industrial Democracy. 1938. Pp. 39. 15c.) 

fr move: STONE, N. I. Systems of shop management in the cotton-garment industry. Rep. 
at back- no. B-5. Reprinted from Monthly Labor Review, June, 1938. (Philadelphia: 
. where WPA, Nat. Res. Project. 1938. Pp. 22.) 

n faced Watkins, G. §. and Dopp, P. A. The management of labor relations. (New 


York: McGraw-Hill. 1938. Pp. xviii, 780. $4.) 


ILLER WoyTinsky, W. S. Labor in the United States: basic statistics for social security. 
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A report prepared for the Committee on Social Security. (New York: Soc, Sci. 
Res. Council. 1938. Pp. xxii, 333. . $3. 50.) 

Collective bargaining and coéperation. Bull. no. 8. (Ann Arbor: Univ. of Michi- 
gan Bur. of Industrial Rel. 1938. Pp. 65.) 

Contains the text of some of the addresses presented in the Spring of 1938 
at two Kens ee St jpeneonen by the Bureau of Industrial Relations at the 
University of Michigan 

Elements of labor } licy y ‘Bull. no. 7. (Ann Arbor: Univ. of Michigan Bur. of 
Industrial Rel. 1938 Pp. 70.) 


Index to reference material on industrial relations. Bull. no. 5. (Ann Arbor: 
Univ. of Michigan Bur. of — Rel. 1938. Pp. 24.) 

Industrial accident statistics. Stud. and rep., ser. N, no. 22. (Geneva and Wash- 
ington: Internat. Labour Office. 1938. Pp. xvii, 533. $2.50.) 

International survey of legal decisions on labour law, 1936-37 (twelfth year), 
Geneva and Washington: Internat. Labour Office. 1938. Pp. xvii, 533. $2.50.) 

Labor condemns Trotskyism: resolution unanimously adopted by First National 
Congress of the Mexican Confederation of Labor. (New York: Internat. Pubs. 

1938. Pp. 23. 3c.) 

Labour courts: an international survey of judicial systems for the settlement of 
disputes. Stud. and rep., ser A, no. 40. (Geneva and Washington: Internat. 
Labour Office. 1938 Pp. viii, 220, $1.25.) 

Mexico labor controversy, 1936-1938: memoranda on the controversy arising out 
of Mexico’s impositions on foreign oil companies in Mexico leading up to the 
expropriation decree of March 18, 1938. Reprint. (New York: Standard Oil 
Co. 1938. Pp. vii, ) 

Minimum wage laws in the states. (Washington: Am. Retail Fed. 1938. Pp. 3.) 

Organization and functions of the Department of Labor and Industry. (Hatris- 
burg: Commonwealth of Pe naayts ania. Pp. 63.) 

Report of the Ninetee National Conference of Labour Women, held at the 
town hall, Leamington Spa, y 10th, 11th and 12th, 1938. (London: The 
Labour Party. 1938. Pp. 125. 6d.) 

Wages, hours, and employment in the United States, July, 1936-June, 1937 
Supplement to Conf Board service letter, June, 1938. (New York: Nat. In- 
dustrial Conf. Board Pp 41 

Where we stand: labor's road forward; the program and policies of the I.L.L.A. 
(New York: Workers Age Pubs. 1938. Pp. 14. 5c.) 

Year-book of labour statistics. Third year of issue. (Geneva and Washington: 
Internat. Labour Office. 1938. Pp. viii, 267.) 


Money, Prices, Credit, and Banking 


Price and Price Policies. By \WALTON HAMILTON, MARK ADAMS, IRENE 
TILL, ALBERT ABRAHAMSON, GEORGE MARSHALL and HELEN EVER- 
ETT MEIKLEJOHN. (New York: McGraw-Hill. 1938. Pp. xili, 565. 


$4.00. ) 
This volume po ‘clinical reports’’ on seven different industries— 
automobile, tire, gasoline, cottonseed, dress, whiskey, and milk—with an 


introductory and concluding chapter by Walton Hamilton. The data on the 
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several industries were secured for President Roosevelt’s Cabinet Committee 
on Price Policy and are now given public presentation. 

The studies in this volume make available a rich store of concrete, factual 
material on the methods, customs, and arrangements of industry which will 
be of wide interest. For this excellent service the authors are to be congratu- 
lated. However, woven into the work is a theoretical treatment confused and 
contradictory. Repeatedly it is stated that competition has failed to keep 
industry in order. Competition in practice, Hamilton says, has resulted in low 
wages, high prices, “a cutting of prices below the floor of costs,” overpro- 
duction, surrender to a ‘“Ten Per Cent who refuse to abide by standards,” 
etc. The extent to which these phenomena are the result of industrial mo- 
nopoly and a failure to enforce established rules is not discussed. In fact, 
no distinction is made between the concept of competition as fair rivalry 
in regard to price, and the notion (held by the authors) of competition as 
mere rivalry for sales. 

The running analysis of competitive price by Hamilton and associates 
is mystical and obscure. Price is defined as “a monetary summary of all the 
conditions which give value to a ware.” As such, price is said to be “fixed”’ 
by demand, the “‘process of marketing,” the “‘subtleties of technology,” the 
“intricacies of financial structure,” as well as “a myriad of conditions” which 
go “beyond the confines of a continent and permeate the multiple aspects 
of a culture.’” Although the book is entitled Price and Price Policies, its 
value is to be found in the detailed descriptions of productive activity in the 
selected industries rather than in the analysis of price and price policies. 

Each of the industries studied is characterized as ‘intensely competitive,” 
despite the use in several industries of basing-point plans, and the presence 
of trade associations which have “‘all refiners quote the same price.’” Compe- 
tition to Hamilton and staff means in some cases the presence of several 
sellers in a given market, and in other cases the existence of substitute com- 
modities, notwithstanding the presence in the industry of ‘‘unified tactics 
with regard to prices.” What monopoly is, and how it differs from “‘compe- 
tition,”’ is nowhere discussed. 

A typical analysis of price and competition is found in the study of the 
gasoline industry. This industry is said to be “‘over-competitive’’—“‘a compe- 
tition which operates in a free, open, and national market.” It is admitted 
that once the industry was monopolistic, but now it ‘has gone competitive.” 
It is competitive because a “‘little gasoline seller . . . can cause tremors through 
the industry”; and because independents usually “‘start’” a price war. Al- 
though it is true that the initial reduction is usually made by an independent 
—and rightly so—the reduction is thereupon seized by the “majors’’ as an 
excuse to cut prices drastically in a given area only to eliminate or chastise 
the independent. It is amazing that a study of the gasoline industry should 
fail to mention this common technique. 
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In the discussion of gasoline prices it is said that “the price of one com- 
pany must be the pi e ror ill bec ause of the “sensitive reaction of i. 
sumers to price differentials,’ but whose price zs the price for all? No an- 


swer is made to this question; and no consideration is given to the available 
evidence which indicates that gasoline sellers in particular follow the leader 
on price, and that independents generally dare not step out alone. 

The norm for the retail price of gasoline is said to be “the sum of the 
refinery price, freight and terminal charges, the margins for jobber and 
retailer, and the gasol taxes.’ But then it is confessed that “‘the refinery 
does not post quotatior nd thereupon no mention is made of the divergent 
refinery net prices which exist because of freight absorption, local price 
wars, etc. The uniformity of refiners’ prices which is said to indicate “keen 
competition” is not a characteristic of the net refinery prices, but rather of 
delivered prices. Uniform delivered prices, however, are monopoly prices 
for they involve pr liscrimination. The uniformity of a competitive price 
applies only to the “1 nets’’ of a seller or group of sellers. 

A similar confu f monopoly and competition is found in the studies 
of tire and cottonseed prices. A common complaint of the government 
(Report, U. S. Attorney General, 1937) has been the identity of tire prices 
which it finds when secret competitive bids are opened. In the study of tire 
prices this technique is not mentioned. The price “uniformity” of cotton- 
seed oil, the basing-point system for the sale of cottonseed meal, etc., are 
passed by as peculiarities of particular industries. 

Lacking a clear notion of price, competition, and monopoly, Hamilton and 
associates conclude that ‘“‘proper freedom of collective action” or “‘self- 
government”’ must be given to industry so that it can cope with “destructive” 
competition. The state, thereupon, in protecting the public interest, “must 
have a wide discreti nd statutes written in the broadest of terms,” to 
subdue money making activities to the needs of the people. What a “proper 
amount of self-government is, and how the state will “subdue’’ acquisitive 
excesses, are not dis 1. Experience at home and abroad with legalized 
cartels does not indicate that they can be made to promote the public interest. 
Hamilton’s conclusion that the regulative authority of government must be 
pitted against the tive action of private business is based upon a con- 
fusion of competiti yn with me mnopoly. 


VERNON A. MUND 
University of V 


NEW BOOKS 
BAUuDIN, L. La réf lit. (Paris: Lib. Gén. de Droit et de Jurisprudence. 
1938. Pp. 138. 15 fr.) 
A reprint of ty res delivered by Professor Baudin, of the faculty of 
law of the University of Paris, at the Conservatoire National des Arts-et- 
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Metiers at the time the recent act for reforming the Bank of France was under 
discussion. It does not pretend to bring to the reader the results of new re- 
search. Rather it is a series of loosely connected observations on popular il- 
lusions about credit and the dangers to be anticipated from excessive public 
regulation. Professor Baudin is highly orthodox. He has no use for pump- 
priming, looks askance at open-market operations and at a variety of devices 
artificially creating cheap credit. He holds that credit neither creates capital nor 
replaces it. Rigid rules regarding liquidity are no substitute for honesty and 
judgment on the part of the banking fraternity. To those in France who cite 
President Roosevelt as gospel, he replies, ‘Qui nous protégera d’un tel pro- 
tecteur ?”” 
JOHN V. VAN SICKLE 


Davenport, D. H. The co-operative banks of Massachusetts. Bus. res. stud. no. 

20. (Boston: Harvard Univ. Bur. of Bus. Res. 1938. Pp. x, 53. $1.) 

GreeF, A. O. The commercial paper house in the United States. Harvard econ. 
stud., vol. Ix. (Cambridge: Harvard Univ. Press. 1938. Pp. xv, 459. $5.) 
GuENSER, G. Le marché monétaire francais et son poca * par la Banque de 

France. (Paris: Recueil Sirey. 1938. Pp. 357. 65 fr.) 

Hessk, F. Die deutsche Wirtschaftslage von 1914 bis 1923: Krieg, Geldblahe 

und Wechsellagen. (Jena: Fischer. 1938. Pp. x, 498. RM. 15.) 

HUBACHEK, F. B. Annotations on small loan laws: based on the sixth draft of 
the Uniform Small Loan law. (New York: Russell Sage Found. 1938. Pp. 
Ixv, 255. $3.) 

This book is one of six, the last one in point of time, that the Russell Sage 
Foundation has published on the general subject of small-loan laws. It is based 
upon the sixth draft of the law, although there is now in process of formulation 
the seventh draft by the Foundation. The author has for ten years been chairman 
of the law committee of the Association of Personal Finance Companies and 
is counsel for the Household Finance Corporation, one of the more important 
units in the small-loan field. The book is iedanad as a reference guide for one 
who wishes to examine what the courts have said with regard to any of the 
provisions of the uniform small-loan law. As such it constitutes an invaluable 
reference volume. Each section of the law is examined in the light of the 
pronouncements of the courts in those cases in which litigation has been 
brought. 

Indicative of the scope of the uniform small-loan law is the observation that 
at present 33 states have more or less comprehensive small-loan laws that in- 
corporate the general philosophy enunciated by the Russell Sage Foundation 
in its pioneering work in this field of social legislation. 

While the — purpose of this volume is to give a careful and complete 
picture of judicial pronouncements on the law, the author does, in his intro- 
duction, engage in obiter dicta to the extent of subscribing to what this 
reviewer regards as one of the fundamental fallacies accepted by the Sage 
Foundation—namely, the reliance upon competition to determine the correct 
rate of interest for small loans. He indicates that ‘competition among lenders 
would eliminate the illegal lender, and would determine proper charges for 
various Classes of loans within the regulated field.’” This appraisal overlooks the 
fact that in this type of lending the overhead is a very important factor in deter- 
mining the price at which loans may be made with a profit. Excessive competi- 
tion, with the small volume of loans by any one dice necessarily means a 
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heavy loading of the interest charge and the penalizing of the necessitous bor. 
rower to an extent that would be unnecessary if only the philosophy of , 
public utility were applied to the degree of limiting the number of offices in 
this activity in which the law of decreasing cost, with increasing volume, works, 
Along this line perhaps lies the most important modification that can come 
in this legislation in the future. Aside from this observation, which is merely 
incidental to the work of Mr. Hubachek, this volume will serve a useful pur. 
pose in the further education of the American people in the business of small 
loans. 
CLYDE OLIN FisHeEr 
IRoNs, W. H. A study of the causes underlying the international gold crisis. A 


dissertation. (Philadelphia: Univ. of Pennsylvania. 1938. Pp. 232.) 
This doctoral dissertation of Dr. Irons was written under the supervision 
and criticism of Drs. James, Young, Neiser, and Kuznets. The work, as te. 


vealed by the chapter captions, deals with ““A comparison of the operation of 
the pre-war and post-war gold standards”; “Gold and the changed monetiza- 
tion process’’; ‘National financial structures and gold standard management’; 
“Domestic credit policy and the stability of the gold standard” ; “The relation 
of certain price problems to the gold crisis’; ‘“The foreign trade situation and 
gold standard operation”; “Long-term capital movements and gold standard 
instability” ; “The relation of short-term capital movements to the gold standard 
breakdown”; and “A summary of the causes of gold movements and their 
relation to the gold standard situation.” 

The general conclusions reached are stated by Dr. Irons as follows: 

“In brief, it has been these factors of disequilibrium, of nationalism and of 
questionable monetary practices, that have given rise to the gold movements 
of the period, and have so weakened the gold reserves of several nations as 
to force abandonment of the gold standard. This leads one to the conclusion 
that the gold crisis was not caused so much by inherent defects in the gold 
standard mechanism itself, but by the existence of an unsound and incon- 
patible economic and financial framework within which the gold standard 
mechanism has been forced to operate. Conditioned by such abnormal forces 
the operation of the post-war gold standard has consequently been very dif. 
ferent and much less stable than was characteristic of the gold standard of 
1914. 


‘For the future, it would seem that financial authorities and monetary ex- 
perts must seek for either a change in the economic and financial framework, 
or a change in the gold standard mechanism. In view of the present prevalence 
of extreme economic nationalism, and its probable continuance for some time, 
it may be that the modification will have to be in the mechanism of the gold 
standard itself, for after all any monetary standard must be adapted to the 
conditions under which it is to operate.” 

In general the work is a solid study and in harmony with the most authorits- 
tive conclusions on the subjects examined. While it probably includes little 
that will be new to the close students of the gold standard and of the events 
of the period covered (particularly 1925-1934), the study brings togethe: 
useful informative material, including 83 tables and some charts. 

WALTER E. SPAHR 


KkRiz, M. Les opéra des banques d’émission sur le marché libre. (Patis: 
Recueil Sirey. 1938. Pp. 282. 35 fr.) 


1938] Money, Prices, Credit, and Banking 823 


bor. M. Kiiz undertakes an analysis of open-market operations because the prob- 
of a lems which follow such actions have been studied usually only incidentally 
es in in general treatises upon money and credit and because open-market policy 
orks. has undergone a pro ound transformation since the war. Previously such ac- 
ome tivity was subsidiary to and sought to reénforce the discount policy of central 
erely banks. Since the war and particularly since the depression it has become an 
pur- independent and active force in monetary policy. Until 1931 the primary pur- 
small pose was to offset short-term capital movements; more recently it has been 
used as an instrument of monetary and credit expansion while equalization 
ER funds have taken care of capital flows. In this new réle open-market opera- 
tions are a reflection of a realistic monetary policy wherein the internal credit 
is, A base is protected and ample and cheap money is provided by influencing directly 
the reserves and free funds of commercial banks. On the whole they have been 
vision successful in achieving these ends and have generally overcome various broad 
aS fe- limitations. The nations making use of open-market policy in this realistic 
on of manner are England, the United States (these being the only countries practis- 
etiza- ing the policy prior to 1931), Japan, Germany, Canada, Argentina, Poland, 
ent” ; New Zealand, Norway, Netherlands, and Belgium. Its adoption has been 
lation recommended in Sweden, France, Switzerland, Czechoslovakia, and Australia. 
n and While perhaps true of continental Europe, one can hardly agree that open- 
ndard market policy has been studied only incidentally in England and the United 
ndard States. It is doubtful whether Kfiz with his many references to the Macmillan 
their Report, Keynes, Hawtrey, Gregory, Willis, and Harris would hold too strongly 
to that point. Also his standards for measuring the success of —— 
operations are so general that one may be inclined to disagree. Indeed it may 
nd of be questioned whether any definite and accepted philosophy of open-market 
ments policy has been developed either in the United States or abroad. While Kfiz 
ONS 4s adds little to knowledge in the field, his contribution (by no means a small 
lusion one) is gathering from wide and varied sources the essence of much of the 
e gold available material on the subject into one volume. He presents the various 
incom: aspects clearly and, allowing for repetitions, interestingly. 
andaré BRUCE LOCKLING 
forces 
ty dit Munro, H. Principles of monetary-industrial stability. (London: Blackie. 1938. 
ard of Pp xiii 
p. xii, 130. 5s.) 
ary On the assumption that “physical laws govern the interactions of money 
«ie and goods,” Mr. Munro, a British engineer, confidently offers a “solution” to 
oan the problem of cyclical fluctuations. This he does principally through the 
ee medium of non-functional diagrams, essentially variants of those generally 
ne old associated with Foster and Catchings, which purport to show that trade de- 
to the pression inevitably follows when for a given period the flow of the industrial 
system's average weekly output is not met by a money flow of such volume 
Rests that the level of prices is left unchanged. If goods for whose production a 
os little certain amount of money has been expended are not sold for an equal amount 
. events of money during a “normal” selling period, hoarding is said to take place, 
ogethe! blocked” (unsold) goods appear in the market, output is restricted, and all 
the symptoms of industrial stagnation manifest themselves. The book is but 
PAR a seemingly unending parade of variants of this simple thesis. 
The author persistently fails to state the conditions in terms of which the 
(Paris: crucial sections of the argument are reasoned, has nothing to say with respect 
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nni 


inflexibilities in production problems which are 
task which he sets himself, and time and again lays 


; in instances in which cognizance of probable cumulative 


rendered difficult or impossible many of the cavalier 
hed. Finally, Mr. Munro has the dubious honor of 
mented book that the quantity theory no longer holds 


VIRGIL SALERA 


of the Reichsbank, 1924-1933. (New York: 
105. $4.) 
the United States, 1932-1938. (New York: 
38. Pp. xiv, 198. $2.75.) 
National Industrial Conference Board published a 
w Monetary System of the United States, prepared 
». Much water has flowed under the bridge and much 
reasury during the past four years, so that the present 
be welcomed for its brief account of the whole de. 


1Y45 


Pp. 


ss the underlying conditions, the “deliberate manipula- 
doing something” for silver, the changed federal 
sing of the national bank note. The longest chapter 

s the various steps taken largely as a result of pressure 


The author is critical of this action, but admits that 
ssary as a sop to inflationists to ward off even worse 
He points out that the silver policy has not attained 


price of the white metal, except for the bounty to 
nd that it did not bring the promised increased trade 
the opposite and a loss of good will. He favors repeal, 
n Congress is likely to take the initiative. 
ppraises the monetary policies of the country in recent 


eration of somewhat unrelated steps, taken toward rather 


political pressure. In general the objectives were not 

omplishment has been the progress in abolishing 
nts of the currency system, national bank notes and 
s. The author advises the return to an international 


abandonment of the silver-purchase policy, and the retire. 


the book is the 78 pages of appendixes, which give 
from 1792 to 1938, the text of important monetary laws 
ida bibliography. 

DicKsSON H. LEAVENS 


ise de 1936 a 1938. (Paris: Recueil Sirey. 1938. Pp 
monétaires en théorie et en pratique. (Paris: Recuel 


wer: an introduction to qualitative credit control 


Stephen A. Colwell. (New York: Prentice-Hall. 1938 
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are Stephen Colwell (1800-1871) was an original and prolific student of mone- 
lays tary theory whose work has been relegated to the background reserved for those 
ative whose ideas do not catch hold during a period of controversy. Professor Robey 
alier has effectively demonstrated in his book that Colwell’s ideas furnish an interest- 
t of ing approach to the problem of credit control. 

olds ‘In the first part Robey presents the basic features of Colwell’s theory as 


drawn from his extensive writings (notably The Ways and Means of Payment, 


RA 1859). The essential principles of this theory, which are in general opposition 
to those of the Managed Currency School, are as follows: 
‘ork: (1) Credit is concerned with money of account rather than with money (stand- 
ard, full-bodied) . 
‘ork: (2) Credit soundness is a matter of the exchange value of the goods upon 
which the credit is based rather than gold or other reserves. 
ed a In part 2 Professor Robey carries forward these ideas and attempts to point 
pared the way toward a new set of criteria for credit policy. Credit control is limited 
much to fiat purchasing power (i.e., purchasing power which can be transferred 
nent after creation from one person to another), the major source of which is the 
de. commercial banks. But purchasing power created by the commercial banks is 
| only fiat when it surpasses the assets of the banks (which assets include capital, 
pula. surplus, undivided profits, money and currency deposited, claims or checks 
deral upon other banks deposited by customers). Robey concludes that, since we do 
apter not know how much fiat purchasing power the economic system can stand 
asure and we do not know how the various types of fiat purchasing power affect 
5 that the economy, the most practical expedient pending that knowledge is to limit 
ene the creation of fiat purchasing power to loans which are both commercial and 
ained self-liquidating. 
ity to This restriction, it is argued, will remove the wild credit cycles which plague 
trade our economic system. But this conclusion is rather strange when one considers 
epeal, that nothing is done to control the multiple expansion of commercial credit 
except to limit qualitatively the number of iin for credit creation. There- 
fecent fore, no really effective argument is levied against these who hold for quantita- 
rather tive control and credit stability. 
ean Professor Robey explains in the preface that his book is meant only to 
ishing point the way to a new approach. The task of orienting this approach to the 
$ and work of the quantitative theorists has been ruled out. This is, of course, the 
strona! author's business. But it has made a rather thin book which leaves too many 
retire- doubts and questions in the reader’s mind. 
NATHAN M. BECKER 
y laws SAYERS, R. S. Modern banking. (New York: Oxford Univ. Press. 1938. Pp. xi, 
316. $4.25.) 
<i “This book presents an exposition of modern banking in the light of cur- 
rent theory. It is addressed primarily to the university student who wishes to 
8. Pp. include in his honours course a study of banking sufficient to enable him to 
r understand how this important part of the economic system really works nowa- 
Recueil days” (v). In these opening sentences in the preface the author has concisely 
-_ and accurately summarized what he has done in the volume under review. 


ses _As will be gathered from the foregoing — of the general nature 
19% of the book, a good share of the material included is elementary, although 
the last half of the book contains considerably more complex analysis than 
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does the first half. After an introductory chapter dealing with the supply of 
money and the price level, the sources of money supplies and the process of 
money creation, the author passes on to a description of commercial banking 
(chapter 2), the discount market (chapter 3), and central banking, in the 
latter connection dealing with constitutional questions (chapter 4) and the 
business of central banks (chapter 5). 

There is a transition at this point to more complex matters in chapters on 
the theory of bank rate changes, foreign exchange and international monetary 
systems. Following this the distribution of commercial bank assets and deposits 
is considered in some detail, as are the problems of stock market control and 

licy to the banking system. The book 


zation of banking 

Speaking generally, there is little to criticize in Mr. Sayers’ exposition and 
analysis. The reviewer is not inclined to endorse government spending in de. 
pression through ‘“‘deficiteering’”’ as heartily as does Mr. — although ad. 
mitting it may have a limited usefulness under certain conditions. Mr. Sayers 
might well have presented a more detailed analysis of this point. As it is, his 
position appears to be op eA. in favor of government spending as the 
most satisfactory cure for depression. Aside from this particular question, the 
arguments presented are forceful, well-balanced and properly qualified. 

Two minor errors of fact appear in connection with the description of the 
federal reserve system. It is stated (pp. 81-2) that the chairman and vice. 
chairman of the Board of Governors are selected by the Senate when, in fact, 
they are designated by the President. Again, it is stated (p. 82) that “the 
federal reserve banks shall withhold a certain part of their rye as reserve 
capital. Stockholders may be paid a cumulative dividend of 6 per cent per 
annum. Any profits not absorbed by these two requirements pass automatically 
to the federal Treasury.’’ Actually, since June 16, 1933, all excess profits over 
the 6 per cent dividend have by law been carried to —. 

It is the opinion of the reviewer that Mr. Sayers’ volume will be of very 
considerable value to the untrained English student of banking. One difficulty 
with English publications by competent economists is that they are generally 
of too advanced a nature to be understood by the uninitiated. This volume 
should thus fill a distinct gap. The American reader will also find the book 
useful in connection with the discussion of certain aspects of the English sys- 
tem. The section devoted to the Exchange Equalization Account (chapter 8) 
is distinctly a case in point 

FREDERICK A. BRADFORD 


SCHUMANN, C. G. W. Gold und Konjunktur in Siidafrika. (Jena: Fischer. 1938. 
Pp. 22.) 

SCHWARTZ, C. H., Jr. Financial study of the joint stock land banks: a chapter 
in farm mortgage banking. (Washington: Washington Coll. Press. 1938. Pp. 
xiv, 210.) 

The purpose of this study is to point certain lessons with res to sound, 
long-term mortgage banking, with the relatively short life of the joint stock 
land banks providing exhibits A through Z. 

Chiefly responsible, in the author’s view, for the failure of these banks to 
accomplish the purposes set for them by a ““T. V. Smithian” Congress in 1916, 
were the following factors: (a) the banks were organized and developed in 
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a period of unprecedented fluctuations in farm land values, which reacted to 
the detriment of the banks because of (b) their unduly high ratio (15 to 1) 
of funded debt to capital stock, — them with (c) high fixed charges 
when declining farm incomes made loan collections more expensive, and hence, 
lending operations steadily less lucrative. Moreover, the legislatively fixed 
maximum a spread of 1 per cent did not permit sufficient leeway for 
the accumulation of reserves commensurate with the inflexible capital structure 
of the banks. 

Readers of this book may consider its first 100 pages a bit tedious in their 
comprehensive presentation of the life story of the banks, particularly after 
discovering the real meat of the volume in its final chapters. Mr. Schwartz 
has taken a middle-of-the-road position in his recommendations for improv- 
ing farm mortgage banking; but his inclusion of such a large proportion of 
the factors which should be considered in fixing financial policies for long- 
term mortgage financing will provide even the experienced mortgage banker 
with a valuable review of hendamaeel principles. 

RoBERT C, BEACH 


SINHA, J. C. Indian currency problems in the last decade (1926-1936). Sir 


Kikabhai Premchand readership lectures delivered in February, 1937, at Delhi 
University. (Delhi: Univ. of Delhi. 1938. Pp. vii, 166.) 

Dr. Sinha gives the background of the instability of the rupee and traces 
in detail with an abundance of statistical data the financial sliies of India 
through the periods of “Comparative stability (1926-1929),” the period of 
“Strain and crisis (April to September, 1929),” the period of “Depression 
(1930-1933),” and the period of “Recovery and after (1933-1936).” He 
reviews the agricultural, industrial, and labor conditions of India in each 
period and interprets the currency and credit policies of the nation, both as 
to reasons for changes and the effects of the monetary policies upon the eco- 
nomic life of the nation. 

Dr. Sinha treats the government’s recovery program sympathetically and 
concludes that “not even the worst critic of the government of India can ac- 
cuse it of over-doctoring with regard to this disease.” He accepts the departure 
from the gold standard and the linking of the rupee to sterling in September, 
1931, as being the only practicable course open to India. He concludes that 
the monetary policies of India must be directed toward exchange stability, 
because India is heavily burdened with external obligations apart from mere 
debts and that she cannot afford to sacrifice external equilibrium for the sake 
of internal adjustment. Dr. Sinha states that India should return, when the 
rest of the world reverts, to some form of the gold standard. 

RussELL M. NOLEN 


SPAHR, W. E. The fallacies of Professor Irving Fisher's 100% money proposal. 


(New York: Farrar and Rinehart. 1938. Pp. 41. 40c.) 

Professor Spahr attempts to show that the evidence is “that if his (Fisher's 
100% Money) nhonses were tried we would undoubtedly be plunged into 
an inflation which all the control devices on earth apparently could not stop 
—without an ensuing collapse” (p. 5). Professor Spahr also states “that there 
is no good reason for supposing that Professor Fisher's proposed controls 
would work as he assumes they would, considering that he proposes to insti- 
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ynd englischen Bankwesens. 4th rev. ed. (Munich: Duncker und Humblot. 
1938. Pp. xviii, 402. RM. 16.) 

This is the fourth edition of a book first published in 1902. Rather de- 
scriptive in nature, it discusses German and English banking under such 
headings as history, the central banks, the credit market, short and long- 
term credit, banks and security issues, bank concentration, bank profits, and 
bank safety and liquidity. Indeed, the author covers such a wide variety of 
subjects that many theoretical issues cannot be handled thoroughly, and some 
questions are simply settled by a statement of the author’s opinions. 

The book is perhaps the closest German equivalent to an American text- 
book on the various phases of banking, and as such has been widely used in 
Germany. It is, however, subject to the limitations of most .American text- 
books on the subject: it contains little new material, deals rather extensively 
with practical matters, is dogmatic in some parts and dull in others, and ends 
with some rather weak conclusions and a note of caution about the dangers 
of rapid or radical reform. 

The author recognizes that in banking there is constantly a conflict between 
the public interest and private interest and that bankers, by pursuing their 
own self-interest and varying the money supply, accentuate the business cycle. 
Yet he dismisses socialized banking as bureaucratic. Banking must depend upon 
private initiative, though not upon the profit motive. The author would, 
through government regulation, prevent private initiative from leading to 
strong competition between banks. One looks in vain for any analysis of the 
nature of competition in banking, the effects of monopolistic elements in bank- 
ing, or any application of the theory of monopolistic competition to the bank- 
ing process. 

The author repeats ad nauseam the notion that the chief need in banking 
is ‘not measures, but men” and that “good bankers make good banks.” It 
seems that banking is largely a question of the personality of bankers. The 
author asserts and reasserts that private initiative plus genuine “Fihrer persdn- 
lichkeiten” and “der neue nationalsozialistische Geist’ will solve Germany's 
banking problems. The ‘‘Fihrerprinzip,” it seems, will remove the strong con- 
flict that has existed in the past between private economic interests and socio- 
economic needs in German banking, and will lead to some sort of “friendly 
competition in the service of the national economy.” 


RICHARD A. LESTER 


YERGEN, M. Gold and poverty in South Africa. (New York and The Hague: 
Internat. Industrial Rel. Inst. 1938. Pp. 24. 20c.) 

In South Africa, the land of gold and diamonds, the Native (negro) laborer 
paradoxically lives in abject poverty. What strikes the student of Native life, 
however, is not so much the Native’s very low standard of living, but the eco- 
nomic and political barriers that prevent his advancement. By nature the Native 
is a farmer, but for many years, despite a large increase in population, his 
right to acquire new land by purchase or otherwise has been greatly restricted. 
As a squatter on European owned land, he cannot, in two provinces, legally 
obtain employment away from home until he has satisfied the landowner’s 
demand for labor (up to six months in each year). In the industrial sphere, 
legal and social “colour bars” confine the Native to unskilled labor. Further- 
more, economic advancement through labor organizations is hindered by severe 
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Masters and Servants laws and by the lack of any voice in the Union govern. 
ment. 

In calling attention to this condition of semi-slavery, Mr. Yergen renders 
a great service. In all fairness, however, he might have pointed out that the 
Natives were no more aborigines of South Africa than the Europeans and 
have no greater ‘‘right’’ to the land. Furthermore, without the law and order 
established by Europeans and without European capital and skilled labor, there 
would have been little development of South African resources. This is not 
to justify the exploitive attitude of the Europeans toward the South African 
Native, for the ‘Native problem” will be solved only by giving fair considera- 
tion to Native interests. There seems little basis, however, for the implication 
of the pamphlet that absentee ownership of the Rand gold mines has been 
an important factor in the exploitation of the Natives. 

ACHESON J. DUNCAN 


Investigacién estadigrafica del movimiento bancario operado en la Provincia 
durante el ao 1936. (Santa Fe, Argentina: Direccién Gen. de Estadistica. 
1938. Pp. 105.) 

Memoria de la superintendencia de bancos y estadistica bancaria de seguros y 
capitalizacién correspondientes al ano 1937. (Lima, Peru: Despacho de Ha- 


cienda y Commercio. 1938. Pp. 475.) 
Retail prices of food, 1923-36. Bull. 635. (Washington: Bur. of Labor Statistics. 
1938. Pp. 203. 20c.) 


Service charges of commercial banks in Colorado. Bus. stud. no. 91. (Denver: 
Univ. of Denver Bur. of Bus. and Soc. Res. 1938. Pp. 16.) 
Situacién de la empresas bancarias del Peru al 11 de abril de 1938. No. 33. (Lima, 


Peru: Superintendencia de Bancos. 1938. Pp. 8.) 
Trends in North Carolina banking, 1927-1937. (Raleigh: North Carolina Bank- 
ers Assoc. 1938. Pp. 152. 75c.) 

This report gives the results of research undertaken by a committee of 
bankers in codperation with Professor John B. Woosley of the University 
of North Carolina and Mr. Hugh McLeod of the North Carolina State Bank- 
ing Department. Covering the period from 1927 to 1937 inclusive, it con- 
tains a large amount of statistical information compiled from the reports of 
state and national banks grouped in classes according to the size of their de- 
posits. The research is ‘directed toward a review and analysis of changing 
trends in assets, liabilities, capital structure, earnings and expenses of North 
Carolina banks.” It includes also an interesting chapter on the policies of those 
North Carolina banks which failed during the period considered. 

The analyses and discussions of the many statistical tables are able and 
well written. While individual banks are largely governed by their own spe- 
cial circumstances, the averages here found in the various groups of banks 
and fields of banking policy may well be used as valuable standards for com- 
parison. Trends toward increased solvency in banking are also indicated. 

The report shows that the number of state banks in North Carolina has 
been reduced from 382 at the end of 1927 to 160 at the end of 1937. At 
the earlier date the total deposits of all state banks were $236,510,000, 
and the total assets $308,040,000. At the later date total deposits were 
$299,602,203, and total assets $336,614,871. In a decade the state banks have 
become far fewer in number and much stronger. During the same period the 
national banks have declined from 77 to 43 in number. Their total deposits 


1938 ] Public Finance, Taxation, and Tariff 831 


were $145,707,000, and total assets $195,917,000 at the end of 1927. Ten 
years later total deposits had decreased to $100,720,000 and total assets to 
$114,713,695. By an evident error the report states that the number of na- 
tional banks has decreased 24 instead of 34. 

The analysis in chapter 9 of the specific factors which accounted for bank 
failures in North Carolina is too detailed for extended comment here but is 
well worth attention. 


WILLIAM H. GLASSON 


Public Finance, Taxation, and Tariff 


NEW BOOKS 


ANDREAE, W. Leitfaden der Finanzwissenschaft: Grundsatze und Tatsachen aus 


der jtingsten deutschen Staatswirtschaft. (Jena: Fischer. 1938. Pp. viii, 170. 
RM. 7.20.) 


KIMMEL, L. H. Cost of government in the United States, 1935-1937. Stud. no. 


240. (New York: Nat. Industrial Conf. Board. 1938. Pp. xv, 163. $3.50.) 


This is the thirteenth in a series of studies on the financial problems of 
federal, state and local governments in the United States. Five chapters, cover- 
ing governmental expenditures, tax collections, the federal deficit, the public 
debt, and the social security finances, compose the body of the book. Fifty- 
seven tables and nine charts take up nearly half of the space. As usual, there 
is no index, but a serviceable table of contents; as is true of the twelve earlier 
volumes, there is no sentimentality in the style, which is terse and space- 
conserving; and there is an obvious effort to confine the study to statistically 
ascertained facts rather than to engage in economic analysis of the effects of 
the public services, expenditures, tax systems, and the public deficits. 

Unfortunately, the statistical sources are inadequate to serve as bases for 
findings of fact, particularly the state and local statistical data, which permit 
only estimates in many instances, Appendix A presents briefly the sources 
and methods used in arriving at these estimates; and Appendix B cites the 
sources used in arriving at estimates of state and local data. Both state and 
local reports, usually biennial in frequency, are not only defective but also 
tardy. Hence, these findings are not carried beyond the fiscal year 1936, while 
the federal data are brought down to include 1937; and the latest aggregate 
figures that can be pieced together are for 1936. 

Difficulties inhere also in the increasing diversity of the fiscal transactions 
themselves, arising principally from the growing practice of raising revenue 
by one governmental division to be distributed to and spent by other divisions. 
Some improvement in this respect may derive from the new classification of 
expenditures employed by the federal Treasury, which should aid in prevent- 
ing federal transactions from doing duty in more than one place. But no such 
improvement in state and local reporting is discernible. In fact, one signifi- 
cant demonstration, perhaps unintended, of the book is of the inadequacy of 
the fiscal reporting of decentralized state and local governments. 

The book manifests a natural and proper concern about the perennial federal 
deficits and the mounting public debts; it raises, but does not settle, the ques- 
tion of the proper classification of the social security taxes, as to whether they 
are taxes or contributions, and whether and how they are shifted. After a 
study of the implications of the social security financing, the question is pre- 
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sented whether the full-reserve plan should be abolished, and the answer de. 
manded seems to be affirmative 
Jens P. JENSEN 


LIEPMANN, H. Tar els and the economic unity of Europe: an examination 
of tariff policy, ext movements and the economic integration of Europe, 
1913-1931. (New York: Macmillan. London: Allen and Unwin. 1938. Pp. 
124. $6.) 

‘“PERSONACRAT.” Don't pay taxes: being imaginary dialogues on the creation 
and functioning of a taxless United States. (New York: Committee for Equal 
Opportunity. 1938. Pp. 141. $2.) 

PETERSEN, H. H. B. / uerung von technischen Fortschritten als Mittel der 
Konjunktur politik. (Leipzig: Buske. 1938. Pp. 214. RM. 5.70.) 

SINHA, K. B. C. D ition in Bengal. (Calcutta: Chatterji. 1938. Pp. 
40. Re. 1.) 

In all the orient uuntries the problem of debt is serious. This has been 
especially true of rural India where the uncertain rainfall frequently leaves 
the impoverished peasant without a crop. Shortage of capital, ages of class 
oppression, and remarkable religious traditions regarding the payment of 
ancestral debts hav ide this a most knotty problem. 

The establishment of British rule meant the mingling of European and 
Hindu traditions and the British have passed a series of Acts extending 
from 1772 to th t to meet this difficulty. There have been attempts 
to limit the inte tes charged and to keep the land from passing from 
the hands of pe to those of the more predatory money-lenders. Yet 
interest rates ha ently varied between 12 and 300 per cent and the 
Royal Commission Agriculture found in 1927 that the Usurious Loans 
act was “‘practically a dead letter in all provinces.’” Though the Bengal Money- 
Lenders act of 1933 specifies maximum rates of 15 per cent for secured 
loans and 25 per cent for unsecured loans, the author contends that this 
has worked great hardship on the peasants because it too greatly handicaps 
the lender. He prays for a rate of at least 48 per cent; but especially he 
urges a program of tenancy reform with much more extensive codperative 
financing and accompanied by a far-reaching educational program. 

Indian scholars are remarkable for their facility in the use of English, 
but this book is somewhat below standard. There are several quaint phrases 
and a few statements which are erroneous. For instance: “Bengal Regula- 
tion XV of 1793 prohibited the court mot to decree a sum for interest 
greater than the amount of the principal .. .” (p. 3). At another place it 
is too easily assumed that because total agricultural debt has doubled within 
the past few yea hat of Bengal has done the same (p. 2). 

Yet this is a very useful little study made the more interesting by the fact 
that it involves the mingling of Christian and Hindu traditions regarding 
one of humanity's perennial economic and social problems. 

D. H. BUCHANAN 

SUNDELSON, J. W. / wy methods in national and state governments. Spe. 


rep. of N. Y. Stat 
Pp. xvi, 640.) 

ZUZUKI, N. A histor) inese finance. (New York: Stechert. 1938. Pp. 39. 
25c.) 
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Population and Migration 
NEW BOOKS 


DeNEFFE, P. J. Die Berechnungen iber die kiinftige deutsche Bevilkerungsent- 


wicklung: eine vergleichende Darstellung. (Leipzig: Buske. 1938. Pp. 175. 
RM. 5.25.) 

This work is devoted solely to the description of population-forecasting 
techniques and to the discussion of certain of the presuppositions underlying 
the several population-forecasting procedures. In part 1 the author describes 
and appraises methods of extrapolation (e.g., those employed by Pearl) and 
methods (e.g., those utilized by the Reich statistical office) based upon the 
projection into the future of fertility and mortality as of given present periods. 
in part 2 the author treats the determination and significance of “stationary” 
and of ‘‘stable”’ papeeerens. In part 3 the actual results yielded by the various 
forecasting methods are compared; and their usefulness, if any, is indicated. 
Only German statistical data are presented. 

The work is not indexed but includes a six-page bibliography. A number 
of forecasts (to 1975-2000 A.D.) of the German population, together with its 
natality, mortality, sex, age, and rural-urban composition, are given. The data 
are for Germany prior to the seizure of Austria. 


J. J. SPENGLER 


FerENCZI, I. The synthetic optimum of population. (Paris: Internat. Inst. of 


Intellectual Codp. 1938. Pp. 115.) 


In 1935 the International Studies Conference selected for study the prob- 
lem of ‘‘Peaceful Change’ in so far as such change is influenced by popula- 
tion factors, migration, colonization, markets, and raw materials. The present 
work, by Dr. Ferenczi, a leading continental student of err. and mi- 
gration problems, constitutes one of three monographs designed to supple- 
ment a general report on ‘‘Peaceful Change.” 

The present study embodies nothing essentially new in the field of popu- 
lation theory. The author examines a few of the simpler measures of demo- 
graphic density, describes and appraises various notions of economic and wel- 
fare population optima, and discusses present demographic trends. The au- 
thor does not rigidly formulate that which he calls a “synthetic or integral or 
proportional social optimum”; he insists, however, that welfare must remain 
the dominant element. Such an optimum does not exist on an international 
scale when numerically important elements in the world population cannot 
satisfy fundamental needs, when despair of security renders nations bellicose, 
and when demographic selection is essentially dysgenic. Dr. Ferenczi recom- 
mends international agreements in respect to the criteria and measures of 
demographic density, international conventions concerning the social treat- 
ment of foreign workers and the alleviation of familial burdens, comparative 
studies of the demographic situation in typical countries, analyses of inter- 
action between demographic change and social conditions, and permanent col- 
laboration on the part of international scientific organizations concerned with 
any of the determinants of a synthetic optimum. The study is not indexed. The 
reasoning in spots is loose. 


J. J. SPENGLER 


HocBEN, L. T., editor. Political arithmetic: a symposium of population studies. 


(London: Univ. of London Dept. of Social Biology. 1938. Pp. 531. $9.) 
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LINFIELD, H. S. State population census by faiths: meaning, reliability and value. 
(New York: Hasid’s Bibliog. and Lib. Serv. 1938. Pp. 71.) 
NorMANO, J. F. Japanese emigration to Latin America. Extract from Genus 


vol. iii, nos. 1-2, May, 1938. (Rome: Comitato Italiano per lo Studio de 

Problemi della Popolazione. 1938. Pp. 46.) 

The problems of a changing population. Report of the Committee on Population 
Problems to the National Resources Committee, May, 1938. (Washington: 
Supt. Docs. 1938. Pp. iv, 306. 75c.) 

In 1935 there was begun, under the auspices of the National Resources Com. 
mittee, a study of the demographic and social conditions of the American 
people. The technical work was done by a staff under the direction of Dr. 
Frank Lorimer, secretary of the Population Association of America. In Octo. 
ber, 1937, the National Resources Committee released three purely statistical 
reports on certain national, state, and urban data. The present study was not 
released, however, until July 6, some months after its completion, presumably 
because of the anticipated recrimination of congressmen from Catholic dis. 

tricts. Moreover, before the present study was released, the section dealing 

with “factors underlying group differences in fertility” was cut and mutilated 

(without the knowledge of either Dr. Lorimer, or Dr. C. V. Kiser who pre- 

pared the section in question) in a manner to misrepresent completely Dr. 

Kiser’s conclusions. Dr. Kiser had shown, without expressing approval or dis- 

approval, “that group differences in fertility rise largely through differences in 

the acceptance and practice of contraception.”’ In the report, as published, there 
is no mention of this finding.’ 

With the exception of the censored section just referred to, the monograph 
under review is the most comprehensive summary of American demographic 
and related problems ever published. Sections are devoted to trends in popula- 
tion growth, composition, and geographical redistribution, to the present re- 


gional distribution of economic opportunity, to the extent and causes of differ- 
ential fertility and natural increase, to the physical characteristics and biological 
inheritance of the population, to health and physical development, to social 
development and education, and to cultural diversity in American life. A 


bibliography of government-sponsored population research, a discussion of 
the relation of government to demographic research, and a description of the 
continuous register system of population accounting of certain continental coun- 
tries are appended. The work includes many maps, charts, and tables, and an 
index. 

Economists and sociologists cannot afford to remain ignorant of the findings 
of this study—findings too extensive to summarize or suggest in a short review. 
The primary shortcoming of the present study, in the opinion of the reviewer, 
is the frequent absence of that rigorous analysis which is supposed to be the 
stock in trade of economists. The economic implications of current population 
trends are inadequately treated. 

J. J. SPENGLER 


Racial origins and nativity of the Canadian people (a study based on the Census 
of 1931 and supplementary data), Census monog. no. 4, (Ottawa: H. M. St 
tionery Office. 1937. Pp. xvii, 292. 35c.) 


*See F. Notestein, Population Index, July, 1938, p. 136. It is stated in The New 
Republic (August 17, 1938, pp. 30-31) that “the change, undoubtedly, was made in 


fear of objection by the Catholic Church. But neither the Catholic Church nor anyon 
else can profit, in the long run, by pretending that things don’t exist when they do.” 
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République Turque: recensement général de la population au 20 octobre, 1935. 
Pub. no. 75. (Ankara: Office Central de Statistique. 1937. Pp. xxviii, 404.) 

Technical and financial international co-operation with regard to migration for 
settlement: technical conference of experts. Stud. and rep., ser. O, no. 7. 
(Geneva and Washington: Internat. Labour Office. 1938. Pv. v, 180. $1.) 


Social Problems and Reforms 


Practical Problems in Economics. By BROADUS MITCHELL and LOUISE PEAR- 
SON MITCHELL. (New York: Holt. 1938. Pp. vi, 596. $2.50.) 


This volume represents a most welcome change in the recent trend estab- 
lished by textbooks dealing with economic problems. The presence of the 
word “problems” in a title has in the past often led to expectations that 
have remained unfulfilled. In a commendable effort to escape the pontifical 
tone, the lack of realism and the serious omissions of many treatises on 
principles, writers on problems have too often produced works made up of 
undigested clippings, written in dull fashion, and in some instances defec- 
tive in organization. 

The writers of this volume have not only read widely, considered care- 
fully and written colorfully; but they have also shown rare wisdom in re- 
lating their material to tendencies clearly developing in modern life. It is 
their feeling that “competition as we have understood it in the past is being 
profoundly modified in favor of codperation of one kind and another.” The 
outstanding problem accordingly is “how much further this trend will con- 
tinue and at what pace” (p. v). The selection of this as the key problem 
gives the volume a unity seldom found in similar efforts. 

The topics chosen for discussion cover a wide field and are presented in 
fifteen chapters. A stimulating first chapter, “The consumer pays,” is fol- 
lowed by one on the codperative movement. Next comes a chapter on hous- 
ing, which presents successfully a topic generally ignored in courses in intro- 
ductory economics. Chapter 4 deals with population, and the next three 
chapters discuss unemployment and other phases of the labor problem, with 
particular emphasis on the last six years. Two chapters are then devoted 
to agricultural problems, with the second emphasizing the human factors 
involved. Chapter 10 deals with transportation, and is followed by one on 
the power issue and one on public revenue. The last three chapters, dealing 
with the soviet solution and the economics of the fascist states, are the most 
effective in the volume. 

The entire book is forcefully written. There are abundant examples and 
arguments from past and present, from foreign and American experience. 
The authors are not ashamed to point out the unknowns, the disagreements 
and the uncertainties besetting the problems under discussion. At the close 
of each chapter there are lists of books for further reading that are not 
limited to the ponderous and remote. Opinions are expressed on most of 
the items in the bibliographies. 
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Some may object that the book is too ambitious; but it is better to have 
it this way if students are to stretch their minds while reading. Others wil] 


note that the authors do not hesitate to express their own opinions on con- 
troversial matters; but it seems to this reviewer that such an approach is 
preferable to the “‘on-the-one-hand-on-the-other’”’ school of writing. This 
does not mean that the reviewer agrees with all the judgments expressed. 
He disagrees, for imple, with the authors’ opinion that impotence has 
characterized New Deal efforts in behalf of the consumer (pp. 8, 61). He 
does not feel that they are wholly correct in their characterization of Mr. 


Ickes as an administrator (pp. 95, 98-9, 199). And he wonders why they 
so willingly accept the self-appraisal of WPA (pp. 202-4, 209), whereas 
in the case of the AAA they are much more judicial in the textual treatment, 
and include in the bibliography (p. 317) a National Industrial Conference 
Board study as ‘“‘useful as a corrective of official arguments.” 

ALBERT ABRAHAMSON 


Bowdoin Colles 


Consumption in Our Society. By ELIZABETH ELLIs Hoyt. (New York: 
McGraw-Hill. 1938. Pp. ix, 420. $3.00.) 

This is the most significant survey of economic institutions and practices 
which has come to the reviewer's attention. The reason for its significance 
is twofold: (a) economic institutions are actually looked at from the point 
of view of Adam Smith’s maxim that consumption is the sole end and 
purpose of all productioi; and (b) consumers are treated as human be- 
Ings. 

The book is divided into four parts, dealing with (1) the physiological 
and psychological bases of consumption and choice, (2) the relation to con- 
sumption of certain outstanding aspects of our economic organization and 
marketing institutions, (3) measurement of the volume of consumption by 
the nation and by selected groups of the population, and (4) a discussion 
of the central problem of economic adjustment, the maximizing of satis- 
factions. 

Extensive and appreciative acquaintance with the work of anthropologists 
and psychologists is shown in the discussion of the factors of choice-making 


The influence of various types of dominant interest in the world’s cultures, 
and the resulting relation between culture and economic production, is more 


clearly stated than in any other book on economics within the reviewer s 
knowledge. Not only is the “economic man” absent, but even his ghost— 
which still haunts and distorts the pages of most textbooks and treatises on 


economics—has disappeared. 
In the second section of the book, Professor Hoyt provides a competent 
résumé of the effect upon consumers’ choices of free competition, machine 


cr 


1S 
in 
in 
al 
to 
ad 
in 
CU 
th 
sti 
an 
tw 
of 
ve 
CO 
of 
St 
ex 
Ne 
co 
sh 
m 
pl 
au 
ch 
ch 
re 
ec 
of 
CO 
Or 


1938 | Social Problems and Reforms 837 


industry, aggressive salesmanship, monopolistic practices, the distribution of 
income, business cycles, and taxation policies, and relates these aspects of 
our economic institutions to the general character of American culture. She 
also discusses the respective réles of consumers’ credit, government services 
to consumers, and standardization of consumers’ goods in the problem of 
adjusting production to the desires of human beings. 

The third section is primarily a synopsis of statistical information relat- 
ing to the types of goods and services purchased by families in the various 
economic strata and in the country as a whole, interspersed by discussions of 
the organic unity of the standard of living and of the differences between 
standards and scales of living. Professor Hoyt’s references to the literature 
and investigations in this field are extensive, but she fails to mention at least 
two important bodies of material. She refers to Lough’s work on the value 
of the various types of consumers’ services but omits the more detailed in- 
vestigation made for (though not published by) the Brookings Institution 
covering most of the same years. In a section on “Landmarks in standard- 
of-living study” the 1900-1902 and 1918-1919 investigations of the United 
States Department of Labor are mentioned, but not the earlier, and in many 
ways superior, survey made in selected industries in 1890-91. 

The fourth section of Professor Hoyt’s book treats the problem of in- 
creasing freedom of choice of consumers, including more consumer ac- 
quaintance with alternative uses of purchasing power, the desirability of 
expanding the appreciation of the populace for many types of goods and 
services, and the importance of balancing choices. The section also includes 
comments on the character of an economy planned for consumers in which 
she points out: ‘‘An economy planned for consumers must not plan too 
much, or rather, we may say by a paradox, it must plan to avoid too much 
planning.” In the final chapter on further steps in consumption study the 
author again emphasizes the influence of cultural forces in consumers’ 
choices and in the guidance of production. 

Some of Professor Hoyt’s terminology may be criticized as too conven- 
tional and some of it as difficult to understand because of her deliberate 
choice of words without emotional content. The book is not very easy 
reading, but is enlivened throughout by apt and vivid illustrations. 

Professor Hoyt uses this book in the third quarter of a year’s course in 
economics which is required of all students in the home economics division 
of Iowa State College. Because of the orientation of the book, the reviewer 
considers it the best text available for introductory courses in economics, 
both for students expecting to major in the field, and for those taking only 
one or two courses in economics. 


CLARK WARBURTON 
Washington, D.C. 
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Urban Blight and Slums: Economic and Legal Factors in Their Origin 
Reclamation, and Prevention. By MABEL L. WALKER and Others, 
(Cambridge: Harvard Univ. Press. 1938. Pp. xvi, 442. $4.00.) 

This book is a collection of definitions, extracts from published ma- 
terials and independent contributions from six authors in addition to Dr. 

Walker. While over 60 per cent of the material has been prepared by Dr. 

Walker, sections of over 60 pages each have been written by Mr. Ira §. 

Robbins and Dr. Richard U. Ratcliff. In Dr. Walker’s own contribution 

there are numerous citations and references to other authors. The result of 

such a method of treatment is a work of uneven quality, which sacrifices 
unity in the attempt to present the opinions of many different authorities, 
The study begins with an assembly of definitions of “slums” and 
“blighted areas” which like the terms “rich” or “poor” leave the reader 
with relative terms instead of quantitative measures. There is merit in the 
suggestion that land prices, higher than justified by any actual or prospec- 
tive net income, are a cause of urban blight. However, to define all areas 
as blighted where the land values are too high, would appear to be too 
inclusive (p. 6). The high cost of assembling several blocks of slum 
property near the center of a city and the expense entailed in paying for 
structures that are to be wrecked is indeed one of the major obstacles to 
slum clearance. There are, however, many residential or commercial areas 
of fairly high grade in which land may be held by the owners at prices 
higher than warranted by their present or prospective economic return. 
In this volume, Dr. Walker has performed a service in bringing together 

a considerable amount of scattered material on the subject of slums and 

blighted areas, but this book cannot be regarded as a final scientific analysis 

of the subject. Slums and blighted areas should be considered with refer- 
ence to the organic structure of the entire city of which they are decayed or 
decaying parts. There is a gradation block by block from the best residential 
areas of a city to the worst slums; and this gradual transition should be 
shown by block maps of entire cities and by statistical studies which measure 
housing characteristics by such definite factors as private baths, central 
heat, mechanical refrigeration, number of persons to the room, the condi- 
tion of structure, and the rents paid. In the early stages of scientific inquiry, 
progress may be made by the formulation of theories and definitions based 
on general observation; but when a considerable amount of quantitative 
data becomes available for analysis, further advances can be made with the 
tools of statistics. Now that there are available the results of real property 
inventories showing characteristics of housing for many separate housing 
factors for each block in 150 different cities, it would seem that no definitive 
study of slums and blighted areas could be made that did not use this 
material. 

There is not sufficient space in this review to deal adequately with the 
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chapters written by authors other than Dr. Walker. Mr. A. C. Shire has 
written a graphic and realistic account of the organization of the building 
industry. Professor Richard U. Ratcliff of the University of Michigan has 
contributed a whole section on the problem of slums in England and Hol- 
land, which deserves a separate review. In a very scholarly analysis, Dr. 
Ratcliff discusses the methods used by these European countries in slum 
reclamation; but he also points out important differences between the laws 
and customs of England and the United States that might militate against 
the successful application of the same remedies to the slums in this country. 


HoMER Hoyt 
Washington, D.C. 


NEW BOOKS 


Apams, C. B., compiler. Social work periodicals and serials: a selected list. Bull. 
no. 150. (New York: Russell Sage Found. 1938. Pp. 5. 10c.) 

RRoWN, L. Group purchase of medical care by industrial employees. (Princeton: 
Princeton Univ. Industrial Rel. Sec. 1938. Pp. 53.) 

CHENAULT, L. R. The Puerto Rican migrant in New York City. (New York: 
Columbia Univ. Press. 1938. Pp. xii, 190. $2.25.) 

Davipson, F. P. and ViERECK, G. S., JR., editors. Before America decides: fore- 
sight in foreign affairs. (Cambridge: Harvard Univ. Press. 1938. Pp. xiv, 318. 
$3. 

en R. A. and EBERHART, E. K. Economics and cultural change. (New York: 
McGraw-Hill. 1938. Pp. xi, 550. $3.) 

Enaupl, M. The physiocratic doctrine of judicial control. (Cambridge: Harvard 
Univ. Press. 1938. Pp. x, 96. $1.50.) 

HicHLey, A. E. The pa sanctions experiment (a study of League procedures). 
(Geneva: Geneva Research Centre. 1938. Pp. 141. 1.75 Swiss fr.) 

KaLaw, M. M. An introduction to Philippine social science. (Manila: Philip- 
pine Educ. Co. 1938. Pp. 790. $4.50.) 

Loomis, C. P., LisTER, J. J. and Davipson, D. M., Jr. Standards of living in the 
Great Lakes cut-over area. Soc. res. rep. no. xiii. (Washington: U. S. Dept. of 
Agric. 1938. Pp. 63.) 

Marcus, E. B. Mastery units in economics: present-day principles and problems. 
(New York: Colonial Book Co. 1938. Pp. 368. $1.) 

Marsu, L. C., FLEMING, A. G. and BLACKLER, C. F. Health and unemployment: 
some studies of their relationships. (New York: Oxford Univ. Press for McGill 
Univ. 1938. Pp. xxv, 243. $3.) 

Muntz, E. E. Urban sociology. (New York: Macmillan. 1938. Pp. xvi, 742. 
$3.75.) 

PaUsTIAN, P. W. and OPPENHEIMER, J. J. Problems of modern society: an in- 
troduction to the social sciences. (New York: McGraw-Hill. 1938. Pp. xii, 
571. $3.) 

PHELPS, H. A. Contemporary social problems. Rev. ed. (New York: Prentice- 
Hall. 1938. Pp. xiii, 820. $3.50.) 

This revised edition of a well-known text in the field of sociology follows 
the plan of the first edition which appeared in 1932. Three new chapters have 
been added, and there has been some rearrangement of the older material. 
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Altogether, the changes seem calculated to make the book more timely and 
more useful for class purposes. 
In the preface, the author states: “The main purpose of this book is to 


show that social problems must be redefined before they can be stated as prob. 
lems to be solved. Hence, more attention is given to an analysis of different prob. 
lems into their several component factors than to current methods that are tec. 
ommended for their treatment.” It is the author’s view that social problems 
appear when there are deviations or departures from the pattern of an acceptable 
social order. The titles of the several parts of the book indicate the classification 
used: part 1, “The economic sources of social disorganization” ; part 2, “The 
physical and mental sources of social disorganization” ; part 3, “Specific cul. 
tural sources of social disorganization”; part 4, ““An approach to social plan. 
ning.’ Throughout the book the accent is on the social rather than on the eco- 
nomic aspects of the problems considered. In the opinion of the reviewer, the 
analysis is carefully and effectively presented. 
PEMBROKE H. Brown 


READ, L. E. The roman f reality. (New York: Dodd Mead. 1937. Pp. xiv, 

169. $2.) 
A layman’s discussion of the obstacles which stand in the way of a more 

abundant living for the mass of the population. 

RuBINow, E. S. Sino-Japanese warfare and the League of Nations. Geneva stud, 
vol. ix, no. 3. (Geneva: Geneva Res. Centre. 1938. Pp. 93. 40c.) 

Consumers’ bookshe bibliography of publications on commodity buying and 
other consumer problems. Consumers’ counsel ser., pub. no. 4. (Washington: 
Supt. Docs. 1938. Pp. viti, 100. 15c.) 

Consumer incomes in the United States: their distribution in 1935-36. (Washing. 
ton: Supt. Docs. 1938. Pp. vii, 104. 30c.) 

Etudes économiques: t/ présentées ala Licence en Sciences Commerciales” en 


mai 1937. (Montreal: L’Ecole des Hautes Etudes Commerciales. 1937. Pp. 557. 
$5.) 


The seventh volume of this series includes articles on the rural areas of Terre- 
bonne County in the Province of Quebec, the woollen industry in Canada, the 
necessity of commercial arbitration tribunals in Quebec, methods of improving 
the retail trade, the Desjardins credit unions, the importance of increasing the 
powers of the provinces in the Canadian political structure, the economic rile 
of the entrepét, the railway problem, settlement in Quebec since 1930, and the 
sugar-beet industry 

H. A. I. 
Fourth annual report of Federal Housing Administration: letter from Adminis 
trator of Federal Housing Administration, submitting fourth annual report 0} 
the Administrati year ending December 31, 1937. (Washington: Supt. 
Docs. 1938. Pp. 117. 20c.) 
How urban familie / their incomes. (Washington: U. S. Bur. of Labor Stats 
tics. 1938. Pp. mimeographed. ) 

Covers ‘‘native non-relief families living in 32 representative cities in different 
parts of the country in 1935-36. In most cities, white families only wet 
covered, but in the Southeast, and in New York and Columbus, Ohio, infor- 


mation was also obtained for negro families. The total family expense is divided 
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ef 
d in the Bureau’s report into 15 groups of consumer goods and services, ranging 
, from major items such as food and housing to the minor expenses for tobacco 
to and personal care (toilet articles, cosmetics, and barber and hairdresser serv- 
ces). 
; rh ‘Cbio-Mississip pi Valley flood disaster of 1937: report of relief operations of 
| the American Red Cross. (Washington: Am. Red. Cross. 1938. Pp. 252.) 
Rural housing manual. (London: H. M. Stationery Office. 1938. Pp. 54. 1s. 8d.) 
" Works Progress Administration: index of research projects. Vol. 1. (Washing- 
on ton: WPA. 1938. Pp. vi, 291.) 
The 
Insurance and Pensions 
C0: Planning and Administration of Unemployment Compensation in the 
the United States: A Sampling of Beginnings. By Bryce M. STEWART. 
4 (New York: Industrial Relations Counselors. 1938. Pp. xii, 665. 
$4.00.) 
xiv It is no secret that there were sharp clashes of opinion among members 
of the Committee on Economic Security, its Advisory Council, and experts 
nore employed by them on certain fundamental principles which should be em- 
bodied in the proposed Social Security law. So far as unemployment com- 
tu, pensation was concerned, the most serious controversies centered upon the 
™ problem of federal subsidized state systems with strong federal control and 
ston: maximum uniformity versus the tax-offset arrangement with little central- 
ized control and great variation among state plans. Also, there were differ- 
hing: ences over such basic matters as pooled versus individual employer reserve 
, funds, merit rating, employee and government contributions, and methods 
for; of employer reporting and collection of premiums. 
< On most of these controversial matters the author took exception to the 
Ferre: draft bill recommended by the Committee to Congress and later incorporated 
a, the in the Social Security act. One could conclude thereby that the criticisms and 
oving conclusions made in this study might be somewhat prejudiced were it not 
1g - for two facts: first, even among those who originally favored the basic prin- 
1 te ciples in the Act as passed, there is a growing dissatisfaction and a realization 
that major changes are necessary; second, the conclusions outlined in this 
we book are supported by a wealth of data obtained through studies of foreign 
systems as well as intimate field studies of the two years’ experience with un- 
Iminis- employment compensation legislation in this country. 
"7 The book opens with a brief history of the development of public em- 
—s ployment service and unemployment compensation in the United States. 
Satis The major portion of the study is devoted to the operation of the public em- 
ployment service and unemployment compensation by the federal adminis- 
ifferent tration and five jurisdictions—California, District of Columbia, New Hamp- 
‘em shire, New York and Wisconsin—selected on the basis of their wide geo- 
vided gtaphical distribution and the diversity of their laws. For each jurisdiction 
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a detailed analysis, supported by statistical tables, is made of the nature of 
the administrative problem—size and density of employer and employee 
coverage, seasonal industries, migration of workers, determination of amount 
and duration of benefits, payment of benefits, administrative personnel and 
costs. The variations and complexities of each jurisdiction’s Unemployment 
Compensation law are fully described, as well as the relation and codrdina- 
tion, or lack thereof, of unemployment compensation administration with 
the employment service and other governmental departments through which 
it must deal. 

A good deal of the existing unhappy confusion is attributed to the lack 
of planning on the part of employment offices in anticipation of the in- 
creased volume of work, the inadequacy of the unemployment compensation 
personnel, and the criss-crossing between numerous state and federal bureaus 
of moneys collected and paid out. In clear terms the author reveals the serious 
consequences of these mechanical obstructions to smooth administration. 
Much more serious, however, are the defects in the laws themselves—their 
complexity and lack of uniformity. 

Mrz. Stewart is not wholly destructive in his criticisms. In the last chapter 
he offers suggestions for changes in the basic laws as well as in the methods 
of administration. These are based on the frankly expressed opinion that 
the most serious defects of the American plan of unemployment compensa- 
tion are inherent in the federal-state system and in the tax-offset method and 
until these give way to a national system supported by federal taxes, as they 
inevitably must, injustices, irregularities and confusion will persist” (p. 
540). 

Until or in lieu of such fundamental revamping, he predicts that certain 
other changes will have to be instituted immediately. Among these are 
broader coverage of employers, more adequate statistical and actuarial re 
search, stronger federal control over state administrations, codrdinating with 
other social services such as old-age pensions and relief. The book closes 
with a hopeful note: ‘Despite many discouragements, some alert and com- 
petent officials, federal and state, are exerting themselves to the utmost to 
make this complicated, disjointed, inflexible organization operate effectively. 
A hard road lies ahead of them. Laws and procedures are already being al- 
tered and patchwork changes will continue, perhaps for many years. It may 
be predicted that complete reconstruction on a national basis will come, 
either by the evolutionary process or by drastic revision in a time of stress’ 
(p. 550). 

Although some may take exception to certain of the remedies Mr. Stewart 
proposes, all will agree that his book embodies a voluminous amount of 
data, carefully collected and analyzed. It is the first comprehensive, original 
study of unemployment compensation administration in this country. Those 
immediately concerned with the techniques of administration will find tt 
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worth while to read the entire 550 pages; others probably will be satisfied 
to read the last 100 pages of summary and appraisal. 
FLORENCE PETERSON 
Washington, D.C. 


NEW BOOKS 


SaRKAR, B. K. Social insurance legislation and statistics: a study in the labour eco- 
nomics and business organization of neo-capitalism. (Calcutta: Calcutta Pubs. 
1936. Pp. xx, 446. Rs. 8.) 

This is a sort of handbook designed for East Indian trade unionists, journal- 
ists, public health workers, and social reformers generally. Each branch of social 
insurance is dealt with in some detail and an effort is made to show the bearing 
of European, Japanese, and American experience on the current situation in 
India. Since India is declared to be in the throes of its first industrial revolution, 
while most of the advanced European states and America are now past their 
second, and entering Sarkar’s stage of neo-capitalism, the bearing of the German 
unemployment insurance system or the French family allowance scheme on cur- 
rent Indian problems is limited. Sarkar believes that the next step in India is 
to develop a strong working-class consciousness and a trade-union movement 
on the British model of the 1880's. Social insurance will then inevitably follow 
in train in India as it did in England. 

Most of the space in the book is devoted to rather miscellaneous pre-1935 
data on organization, premiums, benefits, coverage, etc., for European countries. 
The occidental reader has much better available sources for this material but 
may be interested in some of the material on local Indian experiments with 
social insurance which is included. As for Sarkar’s theory of economic evolution, 
it is set forth more completely in his earlier works. 

J. L. Woopwarp 


National Board of Fire Underwriters: proceedings of the seventy-second annual 
meeting, May 26, 1938. (New York: Nat. Board of Fire Underwriters. 1938. 
Pp. 158.) 


Pauperism, Charities, and Relief Measures 


NEW BOOKS 


Burns, A. E. and Wixuiams, E. A. A survey of relief and security programs. 
(Washington: WPA. 1938. Pp. iv, 102.) 

Cote, W. E. Almshouse policies and almshouse care of the indigent in Tennessee. 
Vol. xiv, no. 2. (Knoxville: Univ. of Tennessee Record. 1938. Pp. 76.) 

GIDEONSE, H. D., HOEHLER, F. K. and Wirt, L. The ap j problem: a Univer- 
sity of Chicago round table broadcast. (Chicago: Univ. of Chicago Round Ta- 
ble. 1938. Pp. 12.) 

VEEDER, F. R. The development of the Montana Poor law. (Chicago: Univ. of 
Chicago Press. 1938. Pp. 145. $1.) 

Unemployment Assistance Board: report for the year ended 31st December, 1937. 
(New York: British Lib. of Information. London: H. M. Stationery Office. 
1938. Pp. iv, 197. 95c.) 
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Socialism and Codperative Enterprises 


The Growth of Collective Economy. Vol. 1. The Growth of National Col. 
lective Economy. Vol. Il. The Growth of International Collective 
Economy. By F. E. LAw.LeEy. (London: P. S. King. 1938. Pp. xx, 524- 
xv, 485. 35s., two vols. ) 

From a rich background of experience in the International Labor Office, 
and from a wide range of sources, Mr. Lawley here presents a compendium 
of collectivization. He does not pretend to offer much that is new in the 
way of discussion, but parades an array of significant facts, opinions and 
plans. 

Let no one discuss collective economy merely as a possibility for the 
future, says the author, in effect. Here are countless examples of collective 
control over all phases of economic life, in all countries, capitalistic democra- 
cies as well as socialist and fascist states. Some were short-lived expeti- 
ments; others, such as postal services and public utility regulation, are 
accepted practically universally after many years of experience. Though we 
see instances of such control about us daily, by governments and by non- 
governmental groups, not until the evidence is assembled, as in these 
volumes, are we fully aware of the scope and strength of the movement. 
In fact, collectivization was progressing so rapidly as these volumes were 
being written that developments in 1936 and 1937 are added in appendices. 

Considerable attention is given to the part played in the national and 
international economies by great industrial and commercial combinations. 
Mr. Lawley accepts these as inevitable and, in fact, useful as means of 
extending social control, though he decries some of their present purposes 
and methods. These discussions are particularly interesting in light of the 
present monopoly inquiry in the United States. 

In relatively brief chapters or sections in the latter part of each volume 
the principles of collective control are weighed against the orthodox princi- 
ples of competitive economy. One wishes that the author had gone further 
in some of these discussions. Sometimes, as in the discussion of incentives 
and the administration of public enterprises, the treatment is disappoint: 
ingly brief and unsatisfactory. For a tendency toward dogmatic statement 
perhaps we should forgive the author because of his enthusiasm and a 
willingness to rest his case on the facts. But many an economist must have 
a sugar-coating of explanation for this: “Such collective intervention should 


occur wherever it is possible; for the principles on which it is based are the 
soundest economic principles.” 

Especially critical is Mr. Lawley of orthodox free-trade theory. His argu- 
ments are well buttressed by reference to the breakdown of the gold stand- 
ard and the extension of nationalistic trade barriers—natural results of 


“the anarchy of international economic life.” Just as we now have National 
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Economic Councils in many countries—though many of them are impo- 
tent—a World Economic Council and a World Planning Authority are 
proposed. Functions and organization are sketched in fair detail, though 
all will probably be outmoded long before the world is ready to save itself 
by collectivization. The evidence and logic are strongly in favor of Mr. 
Lawley’s thesis—that eventually, and probably by trial and error, compre- 
hensive and authoritative control must be exercised over large parts of the 
international economy. The author brands as cynics those who, as this 
reviewer, feel that this is too idealistic for accomplishment in the near 
future, and replies that “if the world will not accept this scheme of economic 
organization its peoples will perish—for economic fluctuations are now so 
violent that our civilization cannot survive many more periods of grave 
crisis, let alone another war which they tend to produce.” 

The author's attitude throughout the work is reflected in the statement 
just quoted. His suggestions for furtherance of the collective idea are 
offered not only hopefully, but with a conviction of inevitability that is con- 
tagious. 

HowarD M. TEAfF, Jr. 

Haverford College 


NEW BOOKS 


Ayyar, V. G. R. Distributive co-operation in India. Bull. of the dept. of econ., 
no. 1. (Annamalainagar: Annamalai Univ. 1938. Pp. 58.) 

CarR-SAUNDERS, A. M., and others. Consumers’ co-operation in Great Britain: 
an examination of the British co-operative movement. (New York: Harper. 
1938. Pp. 556. $4.) 

GoLDMAN, A. What is socialism? Three lectures for workers. (New York: 
Pioneer Pubs. 1938. vB 47. 10c.) 


Communist election platform, 1938, for jobs, security, democracy and peace. (New 
York: Workers Lib. Pubs. 1938. Pp. 13. 1c.) 


Facts for socialists. 14th ed., 1937, reprinted. Fabian tract no. 5. (London: 
Fabian Society. 1938. Pp. 46. 6d.) 


Statistics and Its Methods 


National Income of Sweden, 1861-1930. By Erik LINDAHL, EINER DAHL- 
GREN and KARIN Kock. Parts 1 and 2. (Stockholm: Institute for 
Social Sciences, Univ. of Stockholm. London: P. S. King. 1937. Pp. 
xxi, 319; xix, 631.) 

This study of the national income of Sweden during the last three- 
quarters of a century maintains in general the high level set by the previous 
volumes on wages and the cost of living during this period. The figures of 
income are based upon computations of: (1) the product values of the 
various lines of industry in the country, minus (2) the value of raw ma- 
terials used up, and (3) an allowance for the depreciation of durable goods. 
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Statistics on the value of building construction are unavailable prior to 
1896, and totals for national income during the subsequent years are, there. 
fore, computed on a dual basis. Supplementary allowances were also made 
for the annual value of unpaid domestic work. 

The following truncated table summarizes the major results for the 
Swedish economy as a whole, by approximately ten-year intervals. 


SuMMARY OF GRowTH OF SwepDIsH NATIONAL Income, 1860-1930! 


Total national income Relative total growth Relative income on a per 
in millions of 1910-13 =100 capita basis in productive 
kroner in terms of ages? 1910-13 =100 
Excluding Including | Current Stable In current In stable 
construction | construction| _ prices prices prices prices 
a | @ | @) (4) (5) 6) 
1861 640 | 22 25 30 35 
1870 790 | 32 35 42 
1880 1,128 38 42 45 49 
1890 1,243 42 50 49 59 
1896 1,468 1,536 49 63 57 72 
1900 1,878 1,994 | 63 71 70 78 
1910 2,778 , 978 94 96 95 97 
1920 10,472 11,315 353 127 322 116 
1930 7,744 8, 323 261 156 216 129 
1 Vol. I, pp. 234-248. These totals are exclusive of unpaid domestic work. 


2 J.e., from 15 to 65 years of age 


These statistics show an increase in real total income during the 69 years 
of approximately 525 per cent (7.e., from 25 to 156), or an average yearly 
increase of 2.7 per cent compounded. The gain during the first 29 years 
(1861-1890) amounted to 100 per cent, or an average of 2.1 per cent a 
year; and during the next 40 years (1890-1930) to 212 per cent (z.., 
from 50 to 156), or a yearly average of 2.9 per cent. Professor Cassel’s 
estimate that the long-time growth of production was 3 per cent a year is 
thus seen to have been surprisingly accurate so far as Sweden is concerned. 
The total real increase per capita for those within the productive ages of 
from 15 to 65 years was 270 per cent, or a compound yearly rate of in- 
crease of 1.9 per cent, of which 67 per cent occurred during the first 29 
years, or an average growth rate of 1.8 per cent; while the relative increase 
during the 40 year period (1890-1930) was about 118 per cent. This 
amounted to a yearly average gain of 1.9 per cent. 

The most serious defect in the study is that it does not contain any 
material on the relative distribution of the national income as between the 
various factors of production, or between personal services and ownership. 
Totals for investment in the various years are given; but since no estimates 
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are made of the value at cost prices of the existing stocks of capital in the 
various years, it is not immediately possible to pass judgment on another of 
Professor Cassel’s assumptions—namely, that the quantity of capital in- 
creases at the same annual rate as the total volume of production, or 3 per 
cent. This would, however, seem inevitably to be erroneous both on the 
grounds of distribution theory, and of Professor Cassel’s own assumptions, 
as I have tried to point out in a recent article in the Canadian Journal of 
Economics and Political Science. 

From the proportions which consumption formed of the total national 
income from 1896 on (p. 317), we can work out the proportion which net 
investment (7.e., gross investment less depreciation) formed of this income. 
These percentages are as follows: 


Proportion which net Proportion which net 
investment formed of investment formed of 
Year total national income Year total national income 
1913. 7 


An examination of these figures shows how baseless a third of the as- 
sumption of Professor Cassel’s actually is—namely, that the proportion of 
the national income which is invested remains constant from year to year. 
Not only is this grossly erroneous in terms of individual years, but there 
are wide differences over long-term periods. Thus, the arithmetic sum of the 
net percentages invested during the 18 years from 1896 to 1913 inclusive 
was 94, or a yearly average of 5.2 per cent; while for the next 17 years 
(1914-1930 inclusive), the sum of these percentages was 149, or an aver- 
age of about 8.8 per cent. This is approximately 70 per cent greater than 
the average proportion of the annual income saved during the earlier period, 
and this greater relative amount is probably due in part to the larger total 
and per capita income. 

PauL H. DouGLas 

University of Chicago 
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NEW BOOKS 


BLACKETT, O. W. and Witson, W. P. A method of isolating sinusoidal com. 
ponents in economic time series. Michigan bus. stud., vol. viii, no. 4. (Ann 
Arbor: Univ. of Michigan. 1938. Pp. 58. $1.) 

Cu1ao, C. M., THompson, W. S. and CHEN, D. T. An experiment in the regis. 
tration of vital statistics in China. (Oxford, Ohio: Scripps Found. for Res. in 
Population Problems. 1938. Pp. 115. $1.) 

Cow Les, A., 3rd, and associates. Common-stock indexes, 1871-1937. (Blooming. 
ton, Ind.: Principia Press. 1938. Pp. xii, 499. $6.) 

CruM, W. L. Rudimentary mathematics for economists and statisticians. Quart. 
Jour. of Econ., vol. lii, suppl., May, 1938. (Cambridge: Harvard Univ. Press. 
1938. Pp. 162. $1.) 

With our economic journals printing an increasing number of “mathematical 
articles,” lack of mathematical training is becoming a serious obstacle to those 
economists who wish to keep abreast of current contributions, especially in the 
field of theory. To pursue many of these mathematical articles requires merely 
an acquaintance with the terms and concepts of the calculus. For those economists 
seeking this minimum mathematical knowledge Professor Crum’s book is an 
excellent guide. Couching his exposition in terms of familiar economic ideas, 
he explains for the reader the elementary notions related to functions, graphs, 
limits, differentiation, maxima and minima, and differential equations. The eco- 
nomic problems treated relate to cost functions, demand functions, marginal 
revenue, marginal and total utility, and compound interest; the principal sta- 
tistical problem relates to the fitting of a line by least squares. The * pigs to 
mathematical concepts is very gradual and should be easily followed. 

The reviewer would like to have seen the idea of a “differential” introduced 
soon after the discussion of a derivative instead of at the end of the book. At 
this point the relationship between differentials and derivatives could have 
been graphically illustrated, and it could have been pointed out that some 
economists prefer to apply the terms marginal cost, marginal utility, etc., to the 
differential rather than the derivative. In this connection the approximation of a 
function by the first few terms of a Taylor’s expansion might have been men- 
tioned and from this the analysis of maxima and minima developed. It also 
might have helped if Professor Crum had explained the meaning of A andf( } 
on their very first appearance. He also could have mentioned that derivatives 
are often indicated by primes or subscripts, such as F’, F,, and F,y. The book 
is unusually free from typographical errors, the only misprint the reviewer 
found being dt/du for dt/dv at the bottom of page 135. 

ACHESON J. DUNCAN 


Crum, W. L., Patron, A. C. and Tessutt, A. R. Introduction to economic 
statistics. (New York: McGraw-Hill. 1938. Pp. xi, 423. $4.) 

Complete revision of An Introduction to Economic Statistics, by Cram and 
Patton, published in 1925, briefly noted in the American Economic Revieu 
(vol. 17, p. 147). Treats of collection of data, construction of tables, chart- 
ing, averages, dispersion, skewness, correlation, index numbers, secular trend, 
seasonal variation, and cyclical fluctuations. 

Mitts, F. C. Statistical methods applied to economics and business. Rev. ed. 
(New York: Holt. 1938. Pp. xix, 746. $3.75.) 
This new edition resembles closely that of 1924. However, minor modifica: 


SA 
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tions have been made in many places, and a new chapter on the “Analysis of 
variance,” a mew section entitled “Generalizing from small samples,” and 
appendices dealing with such subjects as the deviations of the binomial dis- 
tribution, the standard error of the arithmetic mean, the modified exponential 
curve, the Gompertz curve, the logistic curve, and variance analysis have been 
added. 

In the opinion of the reviewer, certain weaknesses which might well have 
been eliminated during the revision still remain in the book. For example, 
in dealing with index numbers, the author first makes the very dubious assump- 
tion that a “best” formula for index numbers really exists, devotes a large 
amount of space to discussing the characteristics of such a formula, and then 
notes, apparently almost as an afterthought, the fact that different formulas 
are required to answer different questions. Furthermore, the implication per- 
meates the book that functions and methods based upon squared deviations are, 
for most purposes, inherently superior to those in which squaring is absent. 
To say the least, such an assumption is highly debatable. 

The book still stresses primarily descriptions of the mathematical processes 
involved in statistical methodology. Relatively little space is devoted either 
to explaining when to apply the procedures described or to justifying their use 
for specific purposes. Such matters are left mainly to the teacher. Despite these 
weaknesses, this text will continue to be the friend in need to the statistical 
student or instructor who desires to find in one place relatively simple deriva- 
tions of the formulas, and descriptions of the nent Be commonly used in mathe- 
matical statistical work. The presentation is orderly, systematic, and lucid 
throughout. The book remains preéminent in its particular field. 

WILLForD I. KING 


Sauvy, A. Essai sur la conjoncture et la prévision économiques. (Paris: Lib. 


Technique et Economique. 1938. Pp. 190. 18 fr.) 


This is the first treatise on business cycles and forecasting to appear in 
France, according to the foreword. The author, who is chief of the Service 
d’Observation a I’Economie Nationale, describes the principal French business 
barometers, the methods of isolating cyclical fluctuations in a time series, and 
the technique and functions of business research. 

The back opens with a partial survey of business research institutes—ten 
in France and thirteen abroad. The principal French indexes of business activity, 
prices and credit are then examined critically, with laudable emphasis on the 
defects of individual series and on common errors in interpretation. 

The section on time series analysis first takes up index numbers, next the 
elimination of secular trend and seasonal variations, and finally the reduction 
of “accidental variations” by means of moving averages and adjustment for 
variable holidays and lengths of months. Secular trend is estimated by con- 
necting peaks or troughs, but its mathematical calculation is not thought justifi- 
able because of difficulties in interpretation. Seasonal variation is approximated 
by averaging monthly ratios to annual averages, the preliminary indexes being 
corrected for trend. Correlation methods are not considered. 

The technique of business research comprises first the diagnosis of present 
conditions by factual measurement and the explanation of causes; second, 
prognosis by means of leads and lags, extrapolation of adjusted series, or the 
cognizance of danger signals which portend crises. Forecasting in France is 
said to be facilitated by the “habitual lag” of French business. The proper pur- 
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pose of business research is the impartial analysis and interpretation of sta. 
tistical and qualitative facts, freely disseminated to aid both private and 
government policies in a planned economy. 

While this work is designed primarily for the beginning French student 
of “‘conjoncture,” the foreign economist should find a stimulating viewpoint 
in the later chapters (10, 12-15) om the theoretical functions of business 
research and its place in the national economy. 

WILuiAM A. Spurr 


STOCKTON, J. R. An introduction to business statistics. (Boston: Heath. 1938, 

Pp. v, 378. $3.) 

. Laboratory manual for business statistics: 1938-1939 series. (Aus- 
tin, Texas: Hemphill’s Book Store. 1938. Pp. 97, mimeographed.) 

This text “is not designed to train statisticians but to familiarize students of 
business administration and economics with the most common statistical 
methods that they will find used in business.’ It “makes little original con. 
tribution to the methods of statistical analysis” but the author hopes that “it 
will contribute something toward a better understanding of the practical use- 
fulness of statistical methods.” 

The first five chapters describe comprehensively the methods of collecting 
and presenting statistical data, particularly the use of questionnaires and the 
construction of tables and charts. Line diagrams, however, are considered later 
under “time series,’’ and secondary sources of data are deferred till after 
the section on time series analysis. The concept of frequency distributions 
suffers from being scattered over several chapters. 

The nine principal measures of central tendency and dispersion are next 
discussed in succinct fashion. The comparative advantages and uses of the 
various measures—a topic slighted in most texts—are clearly shown. 

The analysis of time series opens with a thorough study of seasonal variation. 
The author proceeds from the simple methods of monthly means and ” 
centages of annual totals to the standard method of moving averages, including 
its application to progressive seasonality and omitting both obsolete and over- 
refined techniques. Secular trend is measured in four ways: graphically. by 
semi-averages, moving averages, and least squares, the latter method being 
limited to an arithmetic straight line with the origin at the middle year. Cyclical 
fluctuations receive more attention than in most elementary texts, but neither 
this book nor the others have yet incorporated the important recent contribu- 
tions of business cycle statisticians to the methodology of this subject. 

The author next describes and charts 17 important “business barometers,’ 
utilizing several of these to illustrate realistically the procedure of constructing 
index numbers. 

The final topic is simple linear correlation, which is handled clearly, with 
laudable emphasis on graphic comparisons. The scatter diagrams on pages 
295 to 298, however, might be criticized as representing semi-spurious correla: 
tion, since both variables shown are functions of the population of states. 

The appendix includes 47 simple problems to accompany the text, a descrip- 
tion of machine tabulation, and several mathematical tables. 

Several omissions in this book may be noted. Little or no mention is made 
of second degree, “’S,’’ or logarithmic trend lines; curvilinear, partial or multiple 
correlation; the normal curve or other curves fitted to frequency distributions; 
random perturbation, probability, reliability, or the theory of sampling. This 
is drastic pruning, though it yields a simple and comprehensible text. 
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The book will stimulate student interest by its clearness, logical arrange- 


ow ment, and stress on practical application, without sacrificing the essentials of 
statistical method. msequently, it seems well adapted for shorter, non- 

dent mathematical courses in elementary business statistics. 

soins The Laboratory Manual consists of 30 problems with complete tabular and 

— graphic forms, extending over 97 written pages and 75 supplementary sheets. 
The workbook “deliberately introduces somewhat complicated situations . . . 

" the solution of which requires the use of real data,” and furnishes a valuable 
supplement to the simpler problems of the text. 

938 WILLIAM A. SPURR 

WauGH, A. E. Laboratory manual and problems for elements of statistical method. 
Aus (New York: McGraw-Hill. 1938. Pp. x, 171 $1.50) 

Guide to current official statistics of the United Kingdom. Vol. xvi (1937). 
ts of Being 4 systematic survey of the statistics appearing in all official publications 
stical issued in 1937. (London: H. M. Stationery Office. Pp. 406. 1s.) 
con. International abstract of economic statistics, 1931-1936. (The Hague: Internat. 
et Statistical Inst. 1938. Pp. 249.) 
na “This abstract contains the yearly figures for the period 1919-1936 as well 
cting as the monthly figures for the years 1931-1936 regarding 40-50 important 


i th economic indices of 31 countries, viz.: Austria, Belgium, Bulgaria, Czecho- 

me slovakia, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ire- 
land, Italy, Norway, Netherlands, Poland, Portugal, Spain, Sweden, Switzer- 
land, United Kingdom of Great Britain and North Ireland, Jugoslavia, Brazil, 
Canada, United States, India, Japan, Netherlands Indies, Union of South 
ae Africa, Australia, New Zealand. The data have been obtained from the ‘eco- 
f the nomic services’ in these countries.” 
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ARANT, R. Business taxation in the Southern states. Tax Mag., June, July, 1938. Pp. 16, 
BLAKEY, R. G. and BLakey, G. C. Revenue act of 1938. Am. Econ. Rev., Sept., 1938. Pp. 12, 


BRABSON, G. D. Current trends in tax exemption of state and federal employees, Tax Mag, 
Aug., 1938. 


BULLOCK, C. J. Public finance and the compound-interest principle. Quart. Jour. Econ., Aug, 
1938. Pp. 18. 
Com, G. The Revenue act of 1938. Soc. Res., Sept., 1938. Pp. 28. 


COMMITTEE ON FEDERAL TAXATION. Proposed changes in the Federal Revenue law. Jour. 
Accountancy, Oct., 1938. Pp. 25 


EISNER, F. W. Taxation of American investments and business in Great Britain. Bankers 
Mag., Sept., 1938. Py 

FAGAN, E. D. Recent and contemporary theories of progressive taxation. Jour. Pol. Econ., 
Aug., 1938. Pp. 42 

Hopson, O. R. The budget. Lloyds Bank Ltd. Mo. Rev., July, 1938. Pp. 10. 

LANDMAN, H. J. The war debt problem and a solution. World Affairs Interpreter, July, 
1938. 

MANNING, R. E. State ta gislation, 1938. Bull. Nat. Tax. Assoc., June, 1938. Pp. 3. 

RATCHFORD, B. U. Constitutional provisions governing state borrowing. Am. Pol. Sci. Rev,, 
Aug., 1938. Pp. 14 

Ropes, B. C. Appraising municipal credit. Bankers Mag., July, 1938. Pp. 6. 

SHiomi, S. The system of grants-in-aid for the adjustment of local finance. Kyoto Univ, 
Econ. Rev., July, 1938. Pp. 26 

STeMPF, V. H. Signi t changes in federal income taxation. Jour. Accountancy, July, 
1938. Pp. 20. 

WILLIFORD, J. O. Chan in federal taxation under the revenue act of 1938. Dun’s Rev. 


Sept., 1938. Pp. 7 
WooLrFson, A. P. The 

Mag., Aug., 1938. Py 
Better city government. Annals Am. Acad. Pol. and Soc. Sci., Sept., 1938. Pp. 230. 


The revenue act and the general tax problem. Guaranty Survey, June 27, 1938. Pp. 3. 


s 


outlook for long-term government securities. Bankers 


Population and Migration 


AveroF, E. La méthode Kuczynski (en grec). Rev. des Sci, Econ. et Finan., Apr.-June, 1938. 
Pp. 12. 


Cu’ENG-HsIN, C. Recent population changes in China. Yenching Jour. Soc. Stud., June, 
1938. Pp. 48. 

DELAPORTE, P. Evolution de la mortalité francaise depuis un siécle. Jour. de la Soc. de 
Stat. de Paris, Fond 1938. Pp. 25 

DIJKMANS, G. Déte me démographique et sociologie économique pure. Annales de la 
Soc. Sci. de ieeeisite S, Ju ly y Sept. 1938. Pp. 25. 

Gint, C. Di alcune recenti ricerche sulle variazioni che presenterebbero taluni caratteri 
seconde il numero di figli della famiglia. Genus, May, 1938. Pp. 30. 

KuczynskI, R. R. The analysis of sind statistics. Il. Birth and death statistics, Economica, 
Aug., 1938. Pp. 27 

- ; Childle marriages. Sociological Rev., July, 1938. Pp. 23. 

PARENTI, G. Sulle le di mortalita per stato civile con speciale reguardo a quelle italiane, 
1930-3  Economi lia, June, 1938. Pp. 24. 

VARGA, E. ‘Mouvement de la population et conjonctures. Jour. de la Soc. Hongroise de Stat., 
No. 2, 3, 1938. Pp 

DE VERGOTTINI, M. Développement de la population italienne de 1931 a 1936. Jour. de la 
Soc. Hongroise de St No. 2, 3, 1938. Pp. 10. 


Social Problems and Reforms 


BONBRIGHT, J. C. Pw! nership and national power policy. Yale Rev., Sept., 1938. Pp. 
14, 
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CARMICHAEL, F. L. and WiepEMAN, H. C. The youth problem in Denver. Univ. Denver 
Rep., July, 1938. Pp. 8. 

Cun, M. anc YAKICHIRO, S. The Sino-Japanese conflict. Annals Am. Acad. Pol. and 
Soc. Sci., Sept., 1938. Pp. 21. 

GreEN, W. A national health plan. Am. Fed., Aug., 1938. Pp. 3 

JENKINS, D. Social security in Great Britain. Comp. Law Series, Dept. of Comm., May, 

1938. Pp. 6. 

KazaKEvicH, V. D. Public works in two depressions. Sci. and Soc., Fall, 1938. Pp. 18. 

pace, T. A. Chilean social laws. Am. Fed., Sept., 1938. Pp. 15. 

Provipo, G. P. Reasons for the failure of collective security. Philippine Soc. Sci. Rev., May, 
1938. Pp. 10. 

ROETHLISBERGER, F. J. Social behavior in industry. Harvard Bus. Rev., Summer, 1938. Pp. 12. 

SmitH, H. G. For a national policy—individual action or planned economy? Bankers Mag., 
Aug., 1938. Pp. 6. 

Watt, R. J. Social security and the workers of the United States. Internat. Lab. Rev., June, 
1938. Pp. 14. 

The development of naval armaments. Weekly Rep., German Inst. for Bus. Res., Sept. 8, 
1938. Pp. 4. 

Present international tensions. Annals Am. Acad. Pol. and Soc. Sci., July, 1938. Pp. 142. 

Social security seen as a failure. Savings Bank Jour., Aug., 1938. 


Insurance and Pensions 


Carrott, M. R. The costs of administering unemployment compensation. Am. Fed., July, 
1938. Pp. 7. 

DayKIN, W. L. The incidence of unemployment compensation. Am. Fed., Aug., 1938. Pp. 3. 

FérauD, L. Introduction to the financial problems of social insurance, Internat. Lab. Rev., 
July, 1938. Pp. 25. 

MitTELMAN, E. B. The German use of unemployment-insurance funds for works purposes. 
Jour. Pol. Econ., Aug., 1938. Pp. 22. 

OxabA, K. Japanische Socialversicherung. Schmollers Jahrb., June, 1938. Pp. 12. 

PripRAM, K. The functions of reserves in old age benefit plans. Quart. Jour. Econ., Aug., 
1938. Pp. 26. 

RICHTER, L. Limitations of unemployment insurance. Dalhousie Rev., July, 1938. Pp. 16. 

Old age security. Index, N. Y. Trust Co., Autumn, 1938. Pp. 7. 


Pauperism, Charities, and Relief Measures 
R. F. M. Federal government relief payments by states. Conf. Bd. Bull., July 30, 1938. Pp. 2. 


Socialism and Cooperative Enterprises 


Gorpon, L. J. An economist looks at the consumers’ codperative movement. Soc. Sci., July, 
1938. Pp. 11. 

HusparD, L. E. and CANNIFF, A. W. The standard of living in the Soviet Union. Pacific 
Affairs, Sept., 1938. Pp. 11. 

Lunp, H. M. Danish coéperatives and unions. Am. Fed., Sept., 1938. Pp. 5. 

STRICKLAND, C. F. The codperative society as an instrument of economic and social con- 
struction. Internat. Lab. Rev., June, 1938. Pp. 25. 


Statistics and Its Methods 


BRAMBILLA, F. Statistica metodologica e calcolo delle probabilita. Giorn. d. Econ., May, 
1938. Pp. 18. 

DiruLerair, C. E. Sobre la ley de Laplace reducida. Rev. de Ciencias Econ., June, 1938. 
Pp. 6. 
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EPSTEIN, R. C. Concer n of personal wealth and income. Annalist, Aug. 10, 1938. 

GLENDAY, R. Long period nomic trends (with discussion). Jour. Royal Stat. Soc., Par 
III, 1938. Pp. 54 

GUILLEN, J. B. Sobre implificaciones técnicas en el problema de las redistribucione; 
de frecuencias. R Ciencias Econ., Apr., 1938. Pp. 10. 

HAAVELMO, T. The method of supplementary confluent relations, illustrated by a study of 
stock prices. Econ July, 1938. Pp 16. : 

HitMe_ER, I. Differen t in the butter market. Econometrica, July, 1938. Pp. 15. 

MENDERSHAUSEN, H lefinition of “equal well-being” in Frisch’s double expenditure 
method. Economett July, 1938. Pp. 2. 

Morice, E. Loi de la nde d'un service monopolisé. Econometrica, Oct., 1938. Pp. 20 

TueEIss, E. La corrélation st yue et la loi de la demande. Jour. de la Soc. Hongroise de 
Stat., No. 2, 3, 1938. Py 

Tucker, R. S. The a f income among taxpayers in the United States, 1863-1935, 
Quart. Jour. Econ., Aus 38. Pp. 41. 

Index numbers. Econ. B July, 1938 
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DOCUMENTS, REPORTS, AND LEGISLATICN 


Industries and Commerce 


The Bureau of Foreign and Domestic Commerce of the federal Department 
of Commerce has published in the Trade Promotion Series No. 176, Trading 
under the Laws A Canada, by J. H. Barkmeier (pp. 143, 20c.); No. 180, 
American Western Pines and Their Uses: Idaho White Pine, Ponderosa Pine, 
Sugar Pine, by W. L. Neubrech (pp. 34, 10c.) ; No. 182, United States Pulp 
and Paper a by J. D. Studley (pp. 99, 15c.) ; No. 183, Trading under 
the Laws of Brazil, by H. P. Crawford (pp. 154, 20c.) ; No. 184, Taking Your 
Car Abroad : Customs Entry, Baggage Exemptions, Local Touring Regulations, by 
Roberta P. Wakefield, under the direction of Henry Chalmers (pp. 121, 15c.) ; 
No. 185, Control of Ocean Freight Rates in Foreign Trade: A World Survey, by 
A. E. Sanderson (pp. 166, 20c.) ; No. 186, American Hardwood Flooring and 
lis Uses, by W. L. Neubrech (pp. 35, 10c.). 


In the Domestic Commerce Series of the Bureau of Foreign and Domestic 
Commerce have appeared No. 100, Small-Scale Retailing: A Statistical Analysis 
of Unpublished Data from the Census of American Business, by W. H. Meserole 
(pp. 48, 10c.) ; No. 103, Retail Credit Survey, 1937, by M. L. Merriam (pp. 
153, 20c.); No. 104, Store Arrangement Principles, by W. H. Meserole and 
H. P. Warhurst (pp. 31, 10c.). 


The Federal Trade Commission has published Agricultural Income Inquiry 
in three parts: Part I, Principal Farm Products (pp. 1134, $1.25); Part II, 
Fruits, Vegetables and Grapes (pp. 906, $1.00) ; Part III, Supplementary Report 
(pp. 154, 20c.). Also, Agricultural Implement and Machinery Industry, House 
Document No. 702, 75th Congress, Part I, Concentration and Competitive Meth- 
ods, Part II, Costs, Prices and Profits (pp. 1176, $1.25). 


The Hearings relating to the American Cotton Codperative Association, 75th 
Congress, 3rd Session, have been printed (pp. 1149, 70c.). 


The Hearings relating to the Merchant Marine, 75th Congress, 3rd Session, 
covering the operation of merchant vessels of the United States on essential 
trade routes, held June 6-8, 1938, have been printed (pp. 165, 15c.). 


Labor 


The federal Bureau of Labor Statistics has published Bulletin No. 634, Char- 
acteristics of Company Unions, 1935, prepared under the general supervision 
of A. F. Hinrichs and Florence Peterson, David J. Saposs, Joseph J. Senturia, 
Eleanor Davis and John V. Spielmans (pp. 313, 30c.) ; No. 655, Union Scales 
of Wages and Hours in the Printing Trades, May 15, 1937 (pp. 57, 10c.) ; 
No. 657, Union Scale of Wages and Hours in the Building Trades in 70 Cities, 
May 15, 1937 (pp. 69, 10c.) ; No. 658, P. W. A. and Industry: A Four-Year 
Study of Regenerative Employment (pp. 28, 10c.). 


The Final Report on Total and Partial Unemployment, 1937, has been pub- 


lished in four volumes (Washington, pp. 687; 721; 738; 187. $1.75; $1.75; 
$1.75; 45¢.). 
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The United States Employment Service of the federal Labor Department has 


published Job Desc ns for the Retail Trade in three volumes (pp. 743, $3.00, 
the set). 
Further hearings before the Senate Committee on Education and Labor deal. 


ing with Violatio ns of Free Speech and Rights of Labor pursuant to a resolu. 
tion to investigate violations of the right of free speech and assembly and 
interference wit h the right of labor to organize and bargain collectively have 
been issued: Part 15-A, November 18, 1937 (pp. 5173-5762); Part 15-B, 
November 18, 1937 (pp. 5763-6297); Part 15-C, November 18, 1937 (pp. 
6299-6734) ; Part 15-D, November 18, 1937 (pp. 6735-7243) ; Part 16, No- 
vember 19, 1937 (pp. 7245-7368) ; Part 17, March 2-3, 1938 (pp. 7369-7762) ; 


Part 18, March 4, 7 and 8, 1938 (pp. 7763-8196). 

The Women’s Bureau of the federal Department of Labor has published Bul- 
letin No. 159, Trends in the En mployment of Women, 1928-36 (pp. 48, 10c.); 
No. 163-3, Hours and Earnings in Certain Men’s-Wear Industries: Seanales 
Hosiery (pp. 8, 5c.) 

Banking 

The Hearings held March and April, 1938, before the House Committee 
on Banking and Currency Lie Congress, 3rd Session, dealing with Government 
Ownership of the Twe ederal Reserve Banks have been printed (pp. 508, 
65c.). Also the Hearings b efore the same Committee, dealing with Monetary 
Policy, held in July and August, 1937, and January-March, 1938 (pp. 611, 60c.). 


The Federal Home Loan Bank Board has published the Annual Report oj 
Federal Savings and Loan Associations for the Year Ended December 31, 1937 
(pp. 138, 20c.) 


Public Finance 
The Treasury Department has prepared Statistics of Income, Supplement, 


Compiled from Federal Income Tax Returns of Individuals for the Income Year 
1934: Sec. 1, Number of Individual Income Tax Returns for 1934 Classified 
by Counties, and Cities, of 3 000 and over Population, by Net Income Classes 


(pp. 120, 15c.) 
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NOTES 


The fifty-first annual meeting of the AMERICAN ECONOMIC ASSOCIATION will 
be held in Detroit, Michigan, December 28-30, with headquarters at Hotel 
Statler. The general topic is “The Changing Character of the American Econ- 
omy.” The preliminary program has been arranged as follows: 


W ednesday, December 28 


10:00 A.M. FIRST SESSION (joint meeting with the American Statistical Asso- 
ciation) 
The Changing Character of Real Investment Outlets—chairman, I. Leo 
Sharfman, University of Michigan 
Papers: Ralph J. Watkins and Glenn E. McLaughlin, University of Pitts- 
eal “The Growth, Maturity, and Decline of Dominant American In- 
dustries” ; David Weintraub, National Research Project, “The Effect 
of Current and Prospective Technological Developments upon Capital 
Formation’; Morris A. Copeland, Central Statistical Board, “The Réle 
of Public Investment” 
2:30 p.M. ROUND TABLE CONFERENCES (joint sessions with the American Sta- 
tistical Association) 

A. Expansion and Contraction in the American Economy—chairman, Stephen 
M. Du Brul, General Motors Corporation 

Discussion: Oskar Lange, University of Chicago, “Is the American Econ- 
omy Contracting ?”” Wendell D. Hance, Harvard University, “The Réle 
of the Automobile Industry”; Waldo E. Fisher, University of Pennsyl- 
vania, ‘“The Outlook for New Industries” 

B. The Effect of Industrial and Technological Developments upon the De- 
mand for Capital—chairman, F. S. Deibler, Northwestern University 

Discussion: Shelby Cullom Davis, Delaware Fund, Inc., ‘The Influence 
of Bureaucracy in Large-Scale Industry upon Investment Decisions” ; 
Henry H. Villard, University of Minnesota, ‘The Significance of Obso- 
lescence and Depreciation Allowances upon Capital Formation’; Rollin 
F, Bennett, Columbia University, ““The Changing Character of the Risk 
Factor in Capital Formation” 

C. The Réle of Public Investment and Consumer Capital Formation 

Discussion: Gerhard Colm, New School for Social Research, ‘“The Gov- 
ernment as Investor” ; Ben W. Lewis, Oberlin College, “The Government 
as Competitor’; G. Griffith Johnson, Jr., United States Treasury Depart- 
ment, “The Effect of the Social Security Taxes on Consumption and 
Investment” 

D. Income and Capital Formation (joint session with the American Statistical 
Association and the Conference on National Income and Wealth Re- 
search) —chairman, W. Leonard Crum, Harvard University 

Discussion: Hildegarde Kneeland, U. S. Department of Agriculture, ‘The 
Distribution of Consumers’ Income and Expenditures” ; Simon Kuznets, 
National Bureau of Economic Research, ‘‘National Income and Capital 
Formation”; George W. Terborgh, Economist, Federal Reserve Board, 
“An Analysis of Capital Formation as a Guide to Current Policy” 

5:00 P.M. MEETING OF THE EXECUTIVE COMMITTEE 
8:00 P.M. PRESIDENTIAL ADDRESSES (joint meeting with the American Statis- 
tical Association): Alvin H. Hansen, Harvard University, president of 


has 
3.00, 
deal. 
olu- 
and 
have 
5-B, 
(pp. 
No- 
62) 
Bul- | 
Oc.) ; 
mless 
| | 


866 Notes [ December 


the American Economic Association; Robert H. Coats, Dominion Bureay 
of Statistics, president of the American Statistical Association 


Thursday, December 29 
9:00 A.M. BUSINESS MEETING 
10:00 A.M. SECOND SESSION 
Attributes and Market Tactics of Large-Scale Enterprise—chairman, Arthur 
R. Burns, Columbia University 
Papers: Edward S. Mason, Harvard University, ‘Price and Production 
Policies of Large-Scale Enterprise’; Willard L. Thorp, Dun and Brad. 
street, Inc., “Changing Distribution Channels: Growth of Mass Dis. 
tributors” ; Robert A. Gordon, University of California, “Financial Con- 
trol of Large-Scale Enterprise” 
2:30 P.M. ROUND TABLE CONFERENCES 
A. Price and Production Policies of Large-Scale Enterprise—chairman, Myron 
W. Watkins, New York University 
Discussion: Fritz Machlup, University of Buffalo, ‘Evaluation of the Prac. 
tical Significance of the Theory of Monopolistic Competition” ; Paul T. 
Homan, Cornell University, ‘Issues in the Revision of the Antitrust 
Laws”; Edgar M. Hoover, Jr., University of Michigan, ‘“The Significance 
and Implications of Cutthroat or Ruinous Competition” 
B. Changing Distribution Channels—chairman, Roland S. Vaile, University 
of Minnesota 
Discussion: John H.,Cover, University of Chicago, “The Initiative of Dis- 
tribution Groups’; Ewald T. Grether, University of California, “The 
Robinson-Patman Act’’; E. R. Bowen, Codperative League of the U. S. A. 
“Growth and Prospects of Consumers’ Codperatives in the United 
States” 
C. Financial Control of Large-Scale Enterprise—chairman, Donald R. Belcher, 
American Telephone and Telegraph Company 
Discussion: D R Scott, University of Missouri, ““The Significance of Inter- 
locking Directorates” ; Gardiner C. Means, National Resources Commit 
tee, ““The Location of Economic Control of American Industry” ; Paul M. 
O'Leary, Cornell University, Role of Banking Groups in Corporate 
Reorganization” 
D. The Pure Theory of Production (joint session with the Econometric So- 
ciety) —chairman, Oskar Morgenstern, Princeton University 
Discussion: Irving Fisher, Yale University, ““A Three-Dimensional Repre- 
sentation of the Factors of Production’; Paul H. Douglas, University 
of Chicago, ‘On the Production Function’’; Jacob Marshak, Oxford Uni- 
versity, “Measuring the Mobility of the Factors of Production” ; Paul A. 
Samuelson, Harvard University, “The Theory of Cost and of Production 
in Its Operational Implications” 
8:00 P.M. EVENING SESSION (joint meeting with the American Association for 
Labor Legislation) 
Labor Policy and Wage Theory—chairman, J. Douglas Brown, Princeton 
University 
Papers: Sumner H. Slichter, Harvard University, ‘“The Changing Character 
of American Industrial Relations’; Paul H. Douglas, University of Chi- 
cago, “Wages and Hours in Relation to Innovations and Capital Form:- 
tion”; A. P. Lerner, University of London, “Relation of Wage Policies 
and Price Policies” 
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Friday, December 30 
9:00 A.M. BUSINESS MEETING 
10:00 A.M. THIRD SESSION 
Lessons of the Current Decade with Respect to Recovery Policy—chairman, 
Arthur W. Marget, University of Minnesota 
Papers: Charles O. Hardy, Brookings Institution, “An Appraisal of the 
Factors (‘Natural’ and ‘Artificial’) Which Stopped Short the Recovery 
Development in the United States” ; Gunnar Myrdal, University of Stock- 
holm, “Fiscal Policy in the Business Cycle”; John M. Clark, Columbia 
University, ““An Appraisal of the Workability of Compensatory De- 
vices” 
12:00 M. MEETING OF THE EXECUTIVE COMMITTEE 
2:30 P.M. ROUND TABLE CONFERENCES 
A. Divergencies in the Development of Recovery in Various Countries— 
chairman, Chester A. Phillips, University of Iowa 
Discussion: Gottfried Haberler, Harvard University, ‘Recovery Policies in 
Democratic Countries”; George N. Halm, Tufts College, “Recovery 
Policies in Totalitarian States’; Emil Lederer, New School for Social 
Research, “Is There a World-Wide Drift toward Regimented Control of 
Industry ?”” 
B. Factors Making for Change in the Character of the Business Cycle (joint 
session with the American Farm Economic Association ) —chairman, James 
W. Angell, Columbia University 
Discussion: Raymond J. Saulnier, Columbia University, ‘The Significance 
of the Growing Importance of Durable Consumers’ Goods”; Frank A. 
Pearson, Cornell University, “The Réle of Agriculture” ; Fritz Lehmann, 
New School for Social Research, “The Réle of the Social Security Pro- 
gram 
C. Workability of Compensatory Devices—chairman, Leonard L. Watkins, 
University of Michigan 
Discussion: Paul T. Ellsworth, University of Cincinnati, “The Efficacy of 
Central Bank Policy in the Light of Experience’; Paul A. Samuelson, 
Harvard University, ‘The Theory of Pump-Priming Reéxamined” ; Emile 
Despres, New York Federal Reserve Bank, “The Proposal to Tax Hoard- 
ing 
8:00 P.M. ROUND TABLE CONFERENCES (joint sessions with the American As- 
sociation for Labor Legislation) 
A. Industrial Relations—chairman, A. Howard Myers, National Labor Rela- 
tions Board 
Discussion: Lloyd G. Reynolds, Harvard University, ‘The Proposal to Estab- 
lish an Annual Wage”; Philip Taft, Brown University, “The Problems 
of New Unionism in the United States”; William Gorham Rice, Jr., 
University of Wisconsin, ““N. L. R. A. and Employment Contracts, Indi- 
vidual and Collective” 
B. Wages and Hours in Relation to Innovations and Capital Formation—chair- 
man, Z. Clark Dickinson, University of Michigan 
Discussion: Albert F. Hinrichs, U. S$. Bureau of Labor Statistics, ‘The 
Effect of High Wages upon the Introduction of Machinery” ; Edna Loni- 
gan, U. S. Treasury Department, “The Effect of Modern Technological 
Conditions upon the Employment of Labor”; Merrill G. Murray, Social 
Security Board, “Minimum Wage Legislation and the Problem of Wage 
Differentials” 
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C. Relation of Wage Policies and Price Policies—chairman, Earl J. Hamilton, 

Duke University 
Discussion: C. Emery Troxel, Wayne University, “Comparison of Move. 

ments of Pay Rolls in Flexible and Inflexible Price Industries”; Hen 
Oliver, Duke University, ‘Does the Cyclical Adjustment of Money Wage 
Rates Produce Corresponding Changes in Prices without Affecting Em- 
ployment?” George W. Taylor, University of Pennsylvania, “Do Cur. 
rent Tendencies in American Labor Organization Tend to Promote Price 
Rigidity ?”” 

The following names have been added to the membership of the AMERICAN 

ECONOMIC ASSOCIATION since August 1: 


Bowman, D. O., Dept. of Econ., University of Michigan, Ann Arbor, Mich. 


Brown, P. H., 109 Commerce Bldg.. University of Illinois, Urbana, III. 
Cartinhour, G. T., Hunter College, 2 Park Ave., New York City. 
Cogen, C., 515 W. 122nd St., New York City. 


Colton, R. R., College of the City of New York, 17 Lexington Ave., New York City, 
Davis, S. W., 226 E. State St., Apt. 1, Athens, Ohio. 

Duncombe, H., 626 Aldine Ave., Chicago, IIl. 

Durham, W. A., Jr., Dept. of Govt. Management, University of Denver, Denver, Colo. 
Eldean, F. Bis 30 Re ck felle r Pl iza, New York City. 


Erzen, N., c/o Omer Muharrem Apaydin, Ticarethenesi, Coban, Cesme, Sokago, No. 11, 
Yemis, Istanbul, Turkey 

Fox, M. J., Jr., Tri-Continental Corp., 54 Wall St., New York City. 

Galenson, W., 315 Riverside Dr., New York City. 

Gettell, R. G., 32 High St., New Haven, Conn. 

Gould, E. R., 2515 Irving Ave., S., Minneapolis, Minn. 

Guggenheimer, A., 27 E. 37th St., New York City. 

Hagen, E. E., Dept. of Econ., Michigan State College, East Lansing, Mich. 


Hammond, S., 25 Conant Hall, Cambridge, Mass. 
Hayes, S. P., Jr., 42 Pondfield Rd., W., Bronxville, N. Y. 


Jones, A. H., 2223 Soniat St., New Orleans, La. 

King, H. J., Dept of Accounting, University of Pittsburgh, Pittsburgh, Pa. 
Lange, O., Dept. of Econ., University of Chicago, Chicago, III. 

Marburg, T. F., Coll. of Bus. Admin., University of Nebraska, Lincoln, Neb. 
Morgenstern, O., Dept. of Econ., Princeton University, Princeton, N. J. 


Morris, M. H., 460 E. 15th Ave., Eugene, Ore. 

Oliver, H. M., Jr., Box 5084 Duke Station, Durham, N.C. 

Pond, A. S., Brigham Young University, Provo, Utah. 

Rose, J. V., No. 5 El Morado Apts., Dayton, Ohio. 

Samuelson, P. A., 13 A Ware St., Cambridge, Mass. 

Southworth, C., Dept. of State, Washington, D.C. 

Stormer, R., 1345 Madison Park, Chicago, Ill. 

Tolles, N. A., U. S. Dept. of Labor, Bur. of Labor Statistics, Washington, D. C. 
Ullian, F. S., 35 Dolphin Rd., Newton, Mass. 

Wolff, R. P., 535 Fifth Ave., New York City. 

Young, E. R., 647 Flatbush Ave., Brooklyn, N. Y. 

Zassenhaus, H. K., Dept. of Econ, and Bus. Admin., Juniata College, Huntingdon, Pa. 


Professor Royal E. Montgomery of Cornell University has been appointed 
editor of the Review to fill the place of Professor Edward Berman, deceased. 


Professor Frank H. Knight of the University of Chicago writes that, inasmuch 
as the July issue of the Zeitschrift fiir Nationalékonomie (Band IX, Heft 2), 
published by Julius Springer in Vienna, carried on the cover a list of associate 
editors in which his name was included, he wishes to inform his professional 
colleagues that this action was taken without his consent and that such use of 
his name is contrary to his wishes. A letter signed by the editor and the pub- 
lisher of the Zeitschrift, stating that the action mentioned would be taken in the 
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absence of a prompt refusal of permission by telegraph, came to Professor 
Knight’s attention too late for effective reply. 


In the review of The International Economic Position of Argentina by Vernon 
Lovell Phelps, published in the September, 1938, issue of the American Economic 
Review (pp. 531-532), two errors appear: in the final paragraph the date “1919” 
was printed for “1929” and “creditor” was printed for ‘‘debtor.” 


The first resident session of the Pacific Northwest Banking School was held ai 
the University of Washington, August 22 to September 2. The curriculum con- 
sisted of four courses and four evening seminars. The courses dealt with the man- 
agement of earning assets, economics of money and credit, analysis of commer- 
cial loans, and analysis of corporation bonds, The faculty was made up of practical 
bankers and college instructors. Among those who took part in the instruction 
were Professor J. Franklin Ebersole, Harvard Graduate School of Business Admin- 
istration, Dean Ralph H. Farmer, School of Business Administration, University 
of Idaho, Professor Richard B. Heflebower, director of the School of Business 
Administration, State College of Washington, Professor Howard H. Preston, 
University of Washington, George H. Rigler, Harris Trust and Savings Bank, 
Chicago, A. R. Truax, Seattle-First National Bank, Professor Charles R. Whittle- 
sey, Princeton University. 


At a meeting of the Board of Governors of the Society for Stability in Money 
and Banking, held in Minneapolis, October 13, questions of government rela- 
tions to money and banking were discussed by Messrs. Otto Rosenberg of Vienna, 
Melchior Palyi of the University of Chicago, Irving Fisher of Yale University, 
and Joseph E. Goodbar, president of the Society. 


At the annual meeting of the Academy of Political Science held in New York, 
November 9, papers were presented dealing with the subject of Monopoly and 
Competition in Industry and Labor. These addresses will be published in the 
near future ($2.50 per copy). 


A meeting of the Wisconsin Economic Conference was held at Madison, No- 
vember 11-12. Among the subjects discussed were Commercial Banking Prob- 
lems; Governmental Entrepreneurs ; Protecting the Investor in Wisconsin. Papers 
were read by Professor William H. Kiekhofer, University of Wisconsin, on “The 
Academic Economist’’ and by Professor Edwin E. Witte, University of Wisconsin, 
on “The Governmental Economist.” 


A new department of business economics has been established at Hunter Col- 
lege, with Dr. Rudolf K. Michels, associate professor of economics, as chairman. 


The Foreign Commerce Department of the Chamber of Commerce of the 
U.S.A. (Washington, D.C.) has published a leaflet entitled Economic Topics 
at Eighth Pan American Conference, dealing with the subjects to be discussed 
at the Pan American Conference at Lima, Peru, beginning December 9, 1938. 


The annual meeting of the Pacific Coast Economic Association is to be held 
in Berkeley, December 28-30. The topics to be discussed cover: Pacific Coast 
Trade, Foreign Trade Policies of the United States, Pacific Coast Regional Plan- 
ning, Monopoly Pricing Problems and Control, Government Control of Private 
Finance. Among the speakers will be: Eliot Mears, Stanford University; G. F. 
Drummond, University of British Columbia; Theodore H. Boggs, Stanford Uni- 
versity; Howard Ellis, University of California; Stuart Daggett, University of 
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California; Henry Schultz, visiting University of California at Los Angeles: 
Ralph Cassady, U.C.L.A.; Thomas Nixon Carver; Carl Dakan, University of 
Washington ; Elmer Fagan, Stanford University; C. L. Kelly, University of Ore. 
gon. James K. Hall, University of Washington, is president of the association. 


Louisiana State University has purchased the private library of Dr. Richard 
T. Ely, containing 7,500 books, 100,000 pamphlets and many volumes of journals 
and periodicals. Included also are valuable English documents and deeds from 
the time of Henry VII to George IV. 


Students engaged in historical research in the field of economics will be inter. 
ested in the article entitled ‘The Kress Library of Business and Economics” by 
Arthur H. Cole in the November Bulletin of the Harvard Business School Alumni 
Association (p. 26). This article is a description of the Foxwell collection which 
was Saal ones years ago for the Harvard Business School. 


The Wharton School is publishing a series of volumes for the Textile Founda. 
tion, treating of the principles of economics, both theoretical and applied, in 
terms of the textile industry. Among these are The Marketing of Textiles, by 
Reavis Cox; Textile Costing, by Jeremiah Lockwood and A. D. Maxwell; The 
Textile Industries, by H. E. Michl; The Management of a Textile Business, by 
C. C. Balderston and V. S. Karabasz. The series is being prepared under the di- 
rection and editorship of Professor A. H. Williams, and is an experiment in 
the teaching of economics to engineering and other technical fields. 


The Department of Labor at Washington has prepared a List of American 
Trade Union Journals and Labor Papers Currently Received by Department of 
Labor Library. This Department has also published a memorandum on Monthl; 
Statistics of Employment, Wages, and Hours, Issued Currently by State Labor 
Departments. 


The Review has received the first issue of the Journal of the Kobe Universit) 
of Commerce, May, 1938. The articles in this Journal are mainly selected from 
among those in the Journal of the Political Economy and Commercial Science 
(in Japanese), a monthly publication of the University. 


The Social Science Research Council offers for the academic year 1939-40 post- 
doctoral research training fellowships, pre-doctoral field fellowships, grants-in- 
aid of research in the social sciences. Information may be obtained from the 
secretary, Laura Barrett, 230 Park Avenue, New York City. 


Professor Earl E. Cummins of Union College died June 7, 1938. 


Grover Clark, professor of economics at the University of Denver, died July 
17, 1938. 


Professor James E. Boyle of Cornell University died September 18, 1938. 


Harry Jerome, professor of statistics in the department of economics at the 
University of Wisconsin, died September 11, 1938. Professor Jerome was ap- 
pointed professor of economics at the University of Wisconsin in 1920, and served 
as chairman of the economics department from 1931 to 1936. In 1919 and 1920 
he was income-tax assessor for the Wisconsin Tax Commission ; and from 1923 to 
1925 he was on the staff of the National Bureau of Economic Research. He was 
the author of Statistical Method, published in 1924; and at the time of his death 
Dr. Jerome was engaged in the revision of this text. 

As a memorial to Professor Jerome, his students, friends and co-workers att 
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arranging for contributions to a fund for aiding students which is to be estab- 
lished in his mame in recognition of his services at the University of Wisconsin. 
This fund is in the care of Dr. Edwin E. Witte, chairman of the department of 
economics. 

Appointments and Resignations 


Adolph G. Abramson, a Brookings Fellow from Brown University last year, 
has accepted a position in the Department of Commerce. 


Wendell M. Adamson, statistician for the Bureau of Business Research at 
the University of Alabama, is taking a year’s leave of absence. 


]. H. Aitchison has been appointed assistant in the department of political 
economy, University of Toronto. 


J. S. Allely has been appointed lecturer with the Workers Educational Asso- 
ciation at Toronto. 


Oscar L. Altman has resigned his position at Ohio State University to join 
the staff of the Monopoly Study of the Securities and Exchange Commission. 


C. P. Anson has resigned as instructor at the University of North Carolina 
to accept a position as head of the department of economics at Roanoke College. 


Robert L. Baker is making a study of certain os of state management in 
Soviet Russia and other foreign countries for the National Industrial Conference 
Board. 


E. Wight Bakke has been made a full professor in the department of economics 
at Yale University. 


Robert D. W. Bartels has been appointed acting instructor in the College of 
Economics and Business at the University of Washington. 


J. Cullen Barton of Louisiana State University is instructor in commerce at 
the University of Alabama. 


Kenneth A. Beggs has been appointed acting instructor in the College of 
Economics and Business at the University of Washington. 


Emile Benoit-Smullyan has been appointed instructor in economics at the Uni- 
versity of Illinois. 

Dillard E. Bird of Ohio State University has been appointed to handle the 
placement work of the Wharton School, University of Pennsylvania. 


Richard M. Bissell, Jr., who has been a part-time instructor in the depart- 
ment of economics at Yale University, is now on a full-time schedule. 


Richard Bohan of St. Mary of the Woods College spent the summer in Mexico 
making a study of economic conditions. 


A. T. Bonnell is instructor in economics at the University of North Carolina. 


Raymond T. Bowman is a research associate at the National Bureau of Eco- 
nomic Research, on partial leave from the University of Pennsylvania. 


, ri Sydney Branch is instructor in economics and sociology at Wellesley 
ollege. 


Ralph F. Breyer has been promoted to associate professor of marketing in 
the Wharton School, University of Pennsylvania. 
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R. P. Brooks n of the School of Commerce, University of Georgia, has 
been elected president of the American Association of Collegiate Schools of 
Business. 

William Adams Brown, Jr., has returned to Brown University. 

Alfred G. Buehler has resumed his duties at the University of Vermont afte; 
a semester as visiting professor at the University of Pennsylvania. 

Franklin W. Burton is instructor in economics at the University of Pittsburgh, 

John W. Cadman, Jr., is instructor of economics at Princeton University. 


H. M. Cameron is engaged in research on population and the working force 
for the National Industrial Conference Board. 


A. Stuart Campbell of the University of Florida has accepted an appointment 
as economic consultant of the United States Maritime Commission. 


Hobart C. Carr is assistant in economics at the University of Illinois. 


W. J. Carson, associate professor at the University of Pennsylvania, has been 
engaged in the planning of a comprehensive study of bonds and bond ratings, 
and is serving as assistant executive director for the National Bureau of Economic 
Research. 


James E. Chace has returned to his position at the University of Florida. 


J. M. Charlton, Jr., of Louisiana State University, is instructor in commerce 
at the University of Alabama. 


Walter A. Chudnowsky has been appointed instructor at Yale University. 
Charles Woolsey Cole of Amherst College is a visiting lecturer at Yale Uni- 
versity. 
Richard Colwell is instructor in the department of economics at Massachusetts 
State College. 
Reavis Cox has been promoted to professor of marketing in the Wharton 
School at the University of Pennsylvania. 
R. W. Crutchfield is instructor in accounting at the University of North Caro- 
lina. 
Kenneth J. Curran is instructor of economics at Princeton University. 
O. J. Curry was appointed assistant professor of business administration :t 
the University of Arkansas. 


Carroll R. Daugherty, professor of economics at the University of Pittsburgh, 
has been granted a leave of absence to serve as chief economist of the Wage and 
Hour Administration at Washington. 


Charles H. Davis is an assistant in commerce at the University of Alabama. 


Elwood Dills has been appointed associate professor of marketing and trans- 
portation at the University of Tennessee. 


George Douglas has been appointed assistant professor of economics at Law- 
rence College. 

W. T. Easterbrook resigned from the department of political economy at the 
University of Toronto and has accepted a teaching position on the staff of Bran- 
don College, Brandon, Manitoba. 
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]. Franklin Ebersole of Harvard University lectured at Stanford University, 
July 18-22; and at the University of Washington, August 22-September 2. 
Nelson Eddy is instructor in economics at Amherst College. 


Marvin L. Fair has obtained leave of absence at Temple University to serve 
as research director of the Great Lakes and Inland Waters Survey of the Federal 
Communications Commission. 


]. Wesley Fly has received a permanent appointment as instructor of accounting 
at the University of Florida. 


, John H. Frederick has been appointed professor of marketing in the Uni- 
force versity of Texas. 
ma Bruce Futhey is instructor in accounting at the University of Alabama. 
a Edward Garrison is instructor in economics at the University of Tennessee. 
]. E. Gellermann is studying material resources for the National Industrial Con- 
a ference Board. 
atin 4 Paul F. Gemmill has been elected chairman of the Graduate Group Committee 
oo in Economics at the University of Pennsylvania. 
IC 
J. D. Goeltz, instructor in economics at the University of Tennessee, has been 
granted a leave of absence. 
Seine John O. Gragg of the University of Texas is assistant professor of economics 
at the University of Louisville. 
y Allan G. Gruchy has been promoted from associate professor to professor in 
, ¥y the College of Commerce at the University of Maryland. 
e Uni. 
; Earl J. Hamilton has returned to the department of economics at Duke Uni- 
versity after a sabbatical year spent in research in France and Italy. 
R. N. Havens is instructor in economics at Duke University. 
issins Langston Hawley has returned to the University of Alabama after a leave 
of absence during which he served as chief of the Division of Research and 
Statistics for the Alabama Unemployment Compensation Commission at Mont- 
Floyd B. Haworth has been appointed associate in economics at the University 
of Illinois. 
ation at 


Rex B. Hersey is on a two-year leave from the University of Pennsylvania to 
head the editorial section of the International Labor Office, Geneva, Switzerland. 


Chester J. Higman has been appointed a part-time associate in the College of 
Economics and Business of the University of Washington. 


George H. Hildebrand is instructor in economics at Cornell University. 


_Thomas M. Hill has a part-time instructorship and is teaching accounting at 
Yale University. 


me T. Homan has returned to Cornell University after a sabbatical leave of 
absence. 
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Donald C. Horton returned to the Finance Division of the United States 
Bureau of Agricultural Economics after a leave of absence during which he held 
an appointment as assistant professor of economics at Brown University. 


Willard E. Hotchkiss, former president of the Armour Institute of Technology, 
has been appointed Maurice Falk professor of social relations at the Carnegie In- 
stitute of Technology. This professorship was recently endowed by the Maurice 
and Laura Falk Foundation, with the object of incorporating a program of in. 
struction in social relations in ali of the engineering curricula at the Carnegie In. 
stitute of Technology. Substantially one-fourth of the total time during the four 
undergraduate years is to be devoted to the subject of social relations. 


Stanley E. Howard, chairman of the department of economics and social 
institutions at Princeton University, is on leave of absence for the first term of 
the present academic year 


Harold H. Hutcheson, is instructor of economics at Princeton University. 


Ray C. Johnson is assistant in commerce at the University of Alabama. 


Warren C. Johnson is on the staff of the College of Business Administration 
at Boston University 

Marshall D. Ketchum, is assistant professor of economics at the University 
of Kentucky. 

C. V. Kidd is instructor in economics at Princeton University. 


Vera R. Kilduff has accepted an appointment at Hood College. 
Roland L. Kramer of the transportation department of the University of 


Pennsylvania is serving as special expert to the United States Maritime Com- 
mission. 

C. Arthur Kulp has completed a report entitled Social Insurance Coérdina- 
tion, prepared for the Social Security Committee of the Social Science Research 
Council. 


Linda Lancaster, has resumed her work as an instructor in the department 
of economics at the University of Texas. 

Don D. Lescohier of the department of economics of the University of Wis- 
consin, is on leave of absence for the first semester, serving as consultant to Col. 
Brehon Somervell, administrator of the New York City Progress Administration. 

Charles W. Lewis of the University of Tennessee is instructor at the Wharton 
School, University of Pennsylvania. 

Harry J. Loman has been advanced from vice-dean to associate dean of the 
Wharton School, University of Pennsylvania. 

Friedrich A. Lutz, formerly lecturer in economics at the University of Freiburg, 
has been appointed instructor of economics at Princeton University. 

Carl McGuire of the University of Missouri is instructor in economics at De 
Pauw University 

Thomas F. McManus, has been appointed lecturer in the School of Com- 
merce, Accounts and Finance of New York University for the present aca- 
demic year. 


F. Cyril James |! eturned to the University of Pennsylvania after a year's 
leave of absen vas spent preparing a history of the Chicago money 
market. 
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oe Wayne L. McNaughton succeeds R. E. Reynolds as associate professor of 


marketing and management in the School of Commerce, University of North 
Dakota. 


Malcolm W. Maclay is instructor in economics at the University of Vermont. 


J. Lloyd Mahony has been appointed head of the Erie Center, University of 
Pittsburgh. 
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Sone Theodore F. Marburg is instructor in economics at the University of Nebraska. 


Hilary A. Marquand of the University of South Wales and Monmouthshire 
at Cardiff, Wales, has exchanged posts for the present academic year with 
Professor Selig Perlman of the University of Wisconsin. 


social 
of 


Alpheus R. Marshall of the University of Maryland taught summer courses 
at the University of Virginia. 
ha Donald M. Marvin, for fourteen years economist of the Royal Bank of 
; Canada, has been appointed visiting professor of economics at the University of 


Illinois. 


Frank R. E. Mauldon, professor of economics and dean of the Faculty of 
Commerce in the University of Tasmania, has been appointed economist and 
research director in the research section of the Commonwealth Bureau of Census 
and Statistics, Canberra, Australia. 


ration 
versity 


Lewis A. Maverick of the University of California at Los Angeles, is on 
sabbatical leave for the year 1938-39 to study in Europe. 


James A. Maxwell returned to Clark University after having been on leave since 


ity of 
r! last March as research fellow at the University of Melbourne, Australia. 


Com- 

B. A. May, who has been at Simmons College, Boston, for the past year, has 
returned to the University of Denver as associate professor in the department 
of economics. 


esearch 
Seaiiaes Robert I. Mehr is assistant in commerce at the University of Alabama. 

Max F. Millikan has been made an instructor in the department of economics 
f Wis- at Yale University. 
to Col. 
tration. 


/harton 


Robert R. Milroy has been appointed professor of business administration at 
the Bowling Green Business University. 


E. G. Montgomery has joined the staff of the National Industrial Conference 


£ the Board to conduct surveys in agricultural economics. 
0 


Royal E. Montgomery is absent on leave from Cornell University for the first 


reiburg, term of the present academic year and is at the Brookings Institution. 


Oskar Morgenstern, formerly of the University of Vienna, has been appointed 


s at De to the Class of 1913 Lectureship at Princeton University. 


Burton R. Morley, professor of economics at the University of Alabama, has 
returned after a year’s leave of absence spent as Regional Representative of the 
Bureau of Unemployment Compensation of the Social Security Board for the 
Southeastern Region. 
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Mary E. Murphy has joined the staff of the business economics department at 
Hunter College. 


ElRoy Nelson has been appointed associate professor of economics at the 
School of Commerce of the University of Denver. 


James C. Nelson, associate professor of marketing and transportation at the 
University of Tennessee, has resigned to accept a position with Brookings 
Institution. 


John T. O'Neil is instructor in economics at Lehigh University. 


Charles A. Orr is instructor in the department of economics at the University 
of Texas. 


William Pabst, Jr., of Amherst College, has accepted a position as associate 
professor of economics at Tulane University. 


S. Howard Patterson of the University of Pennsylvania taught in the 1938 
summer session of Columbia University. 


W. Nelson Peach is instructor in the department of economics at the Uni- 
versity of Texas. 


Dudley F. Pegrum has been appointed chairman of the department of eco- 
nomics of the University of California at Los Angeles. 


Selig Perlman of the department of economics at the University of Wisconsin 
has exchanged posts for the present academic year with Professor Hilary A. 
Marquand of the University of South Wales and Monmouthshire at Cardiff, 
Wales. 


Earl P. Powers is instructor in accounting at the University of Florida. 


Howard H. Preston has been appointed acting dean of the College of Eco- 
nomics and Business at the University of Washington. 


Claude E. Puffer is instructor in economics at the University of Buffalo. 


L. B. Raisty has been promoted to the rank of professor at the University of 
Georgia. For the next two or three years he will give part time to the super- 
vision of a WPA project now being organized under the title “Rural Real 
Property Identification Survey of Georgia.” 


Robert E. Rapp has resigned his position as assistant professor of economics 
at the University of Texas to become assistant professor of finance in the School 
of Business Administration, University of Tennessee. 


M. O. Ross has resigned as associate professor of finance at the University 
of Tennessee to accept the position of dean of the School of Business Adminis- 
tration at Butler University. 


James H. Rossell has been appointed graduate student assistant in the depatt- 
ment of accounting of the University of Pittsburgh. 


Robert J. Schubach, formerly of the University of Kansas City, has been 
appointed instructor in economics at the Johnstown Center of the University 0! 
Pittsburgh. 


| 

A 

C 

n 


1938 | Notes 877 


Stewart Scrimshaw of Marquette University is giving Professor Lescohier's 
course in personnel management in the department of economics at the Uni- 
versity of Wisconsin during the first semester. 


Felix I. Shaffner is instructor in economics in the School of Commerce, 
Accounts and Finance of New York University, for the academic year 1938-39. 


Fred A. Shannon of Kansas State College is visiting professor of economic 
history at Williams College. 


Marlyn A. Smull of the University of Virginia is instructor in economics at 
the University of Tennessee. 


G. E. Snider of the College of the City of New York taught in the summer 
session at the University of North Carolina. 


Byron Sparks is instructor in business administration at the University of 
Arkansas. 


Kenneth C. Spaulding is professor of economics at the Bowling Green 
Business University. 


Heinz Stadthagen is instructor in economics at the University of Illinois. 


W. Mackenzie Stevens, formerly chairman of the economics and business 
administration departments at the University of Maryland, has been made dean 
of the College of Commerce. 


Paul W. Stewart, director of marketing research for Anderson, Nichols, 
Associates, New York, is working on the general subject of distribution for the 
National Industrial Conference Board. 


Randall S. Stout has been appointed graduate student assistant in the depart- 


€ Eco- ment of economics at the University of Pittsburgh. 


Woodrow Strickler of Northwestern University is an instructor in economics 
at the University of Louisville. 


sity of 


super- 
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Glenn W. Sutton has been pron? to a full professorship in the School of 
Commerce at the University of Georgia. 


]. Harold Tarbell is an associate in economics at the University of Illinois. 


George W. Taylor of the University of Pennsylvania has been appointed to 
represent the public on the Cotton Industry Advisory Board by Administrator 
Andrews of the Wages and Hours Board. 


nomics 


School 


George W. Tomlin, Jr., on leave of absence from the University of South 
Carolina, has been appointed a part-time instructor in the department of eco- 
nomics at the University of Pennsylvania. 


iversity 
dminis- 


depat Rufus S. Tucker, economist of the General Motors noe garage has been loaned 
to the National Industrial Conference Board for work on the distribution of 

q wealth, administered prices and corporate control. 

is been 

rsity of H. Haines Turner is instructor in the department of economics at the Uni- 

versity of Texas. 
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R. M. Van Metre is associate professor of economics and sociology at Centre 
College. 


Austin Van der Slice is assistant professor of economics and sociology at the 
University of Arkansas 


John V. Van Sickle, formerly assistant director for the social sciences, Rocke. 
feller Foundation, is professor of economics at Vanderbilt University. 


George A. Warfield, professor of economics and dean of the School of 
Commerce, Accounts, and Finance at the University of Denver from 1911 to 1938, 
has retired from teaching 


Gerald Warren is instructor in economics at De Pauw University. 


Miriam E. West, assistant professor of economics at New Jersey College for 
Women, has resumed her duties after a year and a half leave of absence. 


Marcus Whitman, professor of economics at the University of Alabama, 
served during the summer as financial analyst for the Securities and Exchange 
Commission in Washington. 


Frank Willetts has been appointed graduate student assistant in the departt- 
ment of accounting at the University of Pittsburgh. 


Alfred H. Williams has been appointed dean of the Wharton School, Uni- 
versity of Pennsylvania 


Parker B. Willis has been promoted from assistant professor to associate 
professor of economics at the University of Vermont. 


Joseph H. Willits has resigned as dean of the Wharton School, University of 
Pennsylvania, to accept a position as director of social sciences of the Rocke. 
feller Foundation. 


G. Lloyd Wilson of the transportation department of the University of 
Pennsylvania is serving as research consultant of the Federal Communications 
Commission. 


R. S. Winslow of the University of North Carolina was on the summer 
faculty of the College of the City of New York. 


Reinhold Wolff, editor of the Trade Regulation Review, has joined the staf 
of the National Industrial Conference Board for research in the field of cost 
and prices. 

Florence M. Woodard has been promoted from assistant professor to associate 
professor of economics at the University of Vermont. 


Ivan Wright has had his leave of absence from the department of economics 
of the University of Illinois extended to September, 1939, so that he may accept 
an executive position with the New York Stock Exchange. 


John Raymond Ylitalo of Northwestern University is instructor in commerce 
at the University of Alabama. 


E. C. Young of Purdue University will give courses in the field of agricultural 
economics at the University of Chicago during the winter quarter of 1939. 


Ralph A. Young, who has been engaged in financial research in connection 
with the consumer credit study for the National Bureau of Economic Research, 
has been appointed chairman of the department of economics at the University 
of Pennsylvania 
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INTERNATIONAL 
ECONOMICS 


By P. T. Ellsworth 


ASSOCIATE PROFESSOR OF ECONOMICS, UNIVERSITY OF CINCINNATI 


Because of the revolutionary changes in international trade 
within the last decade, there has been a definite need for a 
clear, comprehensive discussion which would bring order out 
of the confusion of foreign exchange control, subsidies, trade 


and clearing agreements, licensing, blocked accounts, cartels 
and quotas. This is what Professor Ellsworth’s new book does. 
It first gives a clear account of the theories of foreign trade, 
showing their relationship to general economic theory. Secondly 
it discusses modern trade policy and the practical conditions of 
international trade today, with due attention to the nationalistic 
tendencies so vitally affecting foreign trade. The whole book 
is thoroughly up-to-date in regard to both theory and policy, 


and is written with unusual clarity. $4.00 
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New McGRAW-HILL Books 


Bowers and Rowntree—Economics for Engineers. New second edition 


By Entson L. Bow ind R. Henry Rowntreg, Ohio State University. 583 pages, 
$4.00 
A thorough revision t practical presentation of economic principles and prob- 
lems from the engines viewpoint. 


Crum, Patton and T ebbutt—Introduction to Economic Statistics 


3y WititaM L. Crum, Harvard University, ALson C. Patron, The Massachusetts 
Protective Life Assurance Company, and Artuur R. Tessutt, Brown University, 
423 pages, $4.00 
This book, replacing m and Patton’s Introduction to the Methods of Economic 
Statistics, gives th ent a thorough working knowledge of statistical processes, 


Donaldson—Business Organization and Procedure 


By Ervin F. Donatpson, Ohio State University. 579 pages, $4.00 
Presents a concise treatment of the noncorporate forms of business organization: 
the corporation and its organizational problems; and the various types of com- 
binations and their legality 


Douglas—Social Security in the United States. New second edition 


By Paut H. Douctas, University of Chicago. Whittlesey House Publication. 
484 pages, $3.50 
In this revision of an authoritative book one of the pioneers and chief proponents 
of social security in the United States discusses critically the Federal Social Security 
Act, and the progress made since its enactment. 


Dixon and Eberhart—Economics and Cultural Change 


By Russet A. Dixon, University of Pittsburgh, and E. KincMan EBerwart, 
College of Woost 17 pages, $3.00 
This survey text gives a cultural interpretation of economic evolution. The inter- 
action of man’s . not uctivity and the broader forces of culture is carefully 


described and evaluated 


Hoagland—Corporation Finance. New second edition 


By Henry E. HoacLanp, Ohio State University. 596 pages, $4.00 
Covers the life history of the modern business corporation, dealing with the prin- 
ciples of corporation finance which underlie successful business management. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 West 42nd Street New York, N.Y. 
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New McGRAW-HILL Books 


Hoyt—Consumption in Our Society 
By Exitzapetu E. Hoyt, Iowa State College. 204 pages, $3.00 


Shows the importance of the consumer in our economic life, gives measures of actual 
consumption, and discusses the principles and philosophy underlying consumers’ 
choices. 


Millis and Montgomery—The Economics of Labor. Vol. II—Labor’s Risks 


and Social Insurance 


By Harry A. MILLIts, University of Chicago, and Roya E. Montcomery, Cor- 
nell University. Business and Economics Publications. 453 pages, $3.00 


This volume is concerned chiefly with the problems of unemployment, industrial 
injury, sickness and nonindustrial accident, and invalidity and industrial old age. 


Moulton—Financial Organization and the Economic System 


By Harotp G. Moutton, The Brookings Institution. Business and Economics 
Publications. 512 pages, $3.50 


The author shows the evolution and the functioning of the several types of financial 
agencies and institutions as interrelated parts of a comprehensive financial system 
by means of which modern economic activities are largely organized and controlled. 


Riggleman and Frisbee—Business Statistics. New second edition 


3y Joun R. RiccLeMAN, Consulting Economist and Statistician, and Ira N. 
FRISBEE, University of California at Los Angeles. 781 pages, $4.00 


This standard text has been revised to bring the material in line with current business 
needs. As before, the book emphasizes the actual application of statistics to business 
problems. 


Spencer—A Textbook of Law and Business. New second edition 


By Witt1AmM Homer Spencer, Uniyersity of Chicago. Business and Economics 
Publications, 1132 pages, $4.00 


The revision of this textbook gives a readable, accurate account of the history and 
the present state of the law, together with some considerations of important legislation. 


Watkins and Dodd—The Management of Labor Relations 


3y Gorpon S. Watkins and Paut A. Dopp, University of California at Los 
Angeles. 780 pages, $4.00 


Superseding Watkin’s Labor Management, this completely new book presents com- 
prehensively the fundamental principles and methods of personnel management. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 West 42nd Street New York, N.Y. 
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Two Important New Books 


COMPARATIVE ECONOMIC SYSTEMS 


CAPITALISM - SOCIALISM - COMMUNISM _ FASCISM COOPERATION 


WILLIAM N. Loucks and J. WELDON Hoot 
University of Pennsylvania 
For the Course on Isms 


HIS book is designed to provide a basic text for the ex- 
y pecans of the important economic systems which 
exist in contra-distinction to capitalism. The point of view 
is economic, and the treatment is objective and unbiased. 
The authors always throw into clear relief, against the back- 
ground of other aspects, the way in which these various 
economies would differ from our capitalistic economy in 
basic economic institutions and processes, The volume was 
written to fill the wide-spread demand for a comprehensive 
discussion in one volume. 


Published September, 1938 $3.50 


LABOR PROBLEMS 


AND THE AMERICAN SCENE 


Lois MACDONALD, New York University 
For the Course on Labor Problems 


“a extraordinary valuable and compendious treatment of 

important material from far-scattered sources, a ‘must’ 
book for anyone who would like to learn why unions in 
America are born, flourish and decline only to rise Phoenix- 
like from the ashes of their past, a little stronger with each 
reincarnation, and currently more politically-minded.” This 
excerpt from one of the first reviews suggests something of 
the nature of this new text. It is not a historical or statistical 


and practical study of the position of the worker in the 
modern scene. 


Published May, 1938 $3.50 


HARPER & BROTHERS PUBLISHERS 49 East 33d Street, New York City 
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This very hour, millions of words are being spoken by 
telephone. Friend talks to friend and two lives are happier 
because of it. 

Greetings and best wishes are exchanged—holiday visits 
arranged—affairs of business transacted. A doctor comes 
quickly in answer to a hurried call. 

And day and night, the country over, these oft-repeated 
words reflect the value of the telephone . . . “I’m glad you 
called.” 


BELL TELEPHONE SYSTEM 
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TO FILL YOUR TEXT NEEDS 


H Causes of Economie Fluctuations 


The Possibilities of Anticipation and Control. By Willford I. King, Ph.D., New York 
University. A new textbook for courses in business cycles. In the light of modern 
economic knowledge examines: characteristics of depressions, their record in U. §, 
misleading and inadequate explanations, depression culture-medium, depression’s i 

forces that accentuate and prolong depressions, ineffective ways of combating them, 
forces tending to end them, cycles, forecasting fluctuations, social cost of unstable 
production, ways to minimize depressions. 51 Charts and Tables. $3.50 


& Labor Problems from both Sides 


By Malcolm Keir, PA.D., Dartmouth College. A timely, authoritative text enabli 

the student to reach sane, practical conclusions from the conflicting data by ap h- 
ing American labor problems as debates for or against certain practices t 
employers, and government administrators. “The book is way of close attention 
in all college classes on labor problems.” Southern Economic Journal. $3.50 


Money, Credit, and Banking 


By Ray B. Westerfield, Ph.D., Yale University. Adopted by 39 leading schools includ. 
ing Dartmouth College, Northwestern University, University of Virginia, University 
of Pittsburgh, University of Michigan, etc. Comprehensive, up-t . Particular 
stress is laid on money and the theory of money and bank credit. Covers current 
problems of credit-control, stabilization of price level and exchange rates, 
objectives and methods of central banking, coordination of the Treasury and central 
bank policy. 
Questions and Problems Book $.50 
Combination Price $4.75 


International Trade and Finance 


By John Parke Young, Ph&.D., Occidental College. This textbook presents as simply 
as possible the economic and financial principles underlying international affairs, to- 
gether with facts and descriptive material necessary for an understanding of inter- 
national economic developmerts. $4.00 


Corporation Finanee 


By Kenneth Field, Ph.D., J.D., Carnegie Institute of Technology. The ideal text for 
a short course in finance. Up-to-date, comprehensive in scope, presenting the nature 
of procedures for, and financial theory underlying corporate financial structures and 
policies. Economics, law, and accounting are integrated in the final result. Rigid 
illustrations of financial structure are designed as a starting point around which the 
student will be able to organize his information and theory. 


Economic Problems of Modern So- 
ciety 
By John N. Andrews, Ph.D., New York University; and Rudolf K. Michels, PhA.D., 
J.D., Hunter College of the City of New York. A realistic text for first year courses 
designed to provide students with a fundamental understanding of the problems of 
modern economic society. “It is, without question, a major contribution to the further 
development of an institutional approach to economics.’’ Journal of Business Education. 


$3.75 
Examination Copies Sent on Request 


THE 


RONALD PRESS COMPANY 
15 EAST 26th STREET NEW YORK, N. ¥. 
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NEW HARVARD BOOKS 


MONOPOLY AND COMPETITION IN THE ENGLISH 
COAL TRADE, 1550-1850 


By PAuLt M. SwWEEzy 


This book traces the development of the coal trade between the northern counties 
and London during the formative years of English capitalism. The origins of the 
Limitation of the Vend are traced back to the economic institutions of the 
medieval town economy; and its eventual dissolution is shown to have been the 
inevitable result of the widening of the area of competition brought about by the 
introduction of the steam railroad. A considerable amount of new material in the 
way of original manuscripts and records has been brought to bear on the problems 
discussed. HARVARD ECONOMIC STUDIES, 63. $2.50 


FASCIST ECONOMIC POLICY 
By WILLIAM G. WELK 


Italy's new economic system evolved by Fascism is here analyzed penetratingly and 
objectively, as are the policies which the régime is pursuing in the economic field 
today. After an Introduction covering the history and philosophy of Fascism, 
there is a detailed explanation of the Fascist syndical and corporate systems, in- 
cluding labor organization, social insurance and welfare, and the central organs 
of economic control. The main part of the book deals with Fascist economic policy 
and with the economic development of the Fascist state. There is a detailed analy- 
sis of employment conditions and the labor market, the course of wholesale and 
retail prices, money wages, real wages, and the standard of living of the Italian 
people. HARVARD ECONOMIC STUDIES, 62. $4.00 


THE COMMERCIAL PAPER HOUSE IN 
THE UNITED STATES 


By ALBERT O. GREEF 


American business men will find this volume a most practical one, since it is 
based upon first-hand information and is much more comprehensive and accurate 
than any previously attempted in this field. Approximately half of it deals with 
the historical development of the commercial paper or “note brokerage” business 
in the United States. The second part is a rather detailed statement of the or- 
ganization and practical operation of the modern commercial paper house. The 
third section deals with the part the commercial paper house plays in our financial 
system, and gives an appraisal of its work. HARVARD ECONOMIC STUDIES, 60. $5.00 


HARVARD UNIVERSITY PRESS 
Publishers of the Loeb Classical Library 
10 Randall Hall, Cambridge, Massachusetts 
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ROY AL ECONOMIC 
SOCIETY 


Annual Membership - - - - $5.00 
Life Membership - - - - - $50.00 


The Membership Subscription now covers the receipt of 
the following: 


THE ECONOMIC JOURNAL. Quarterly. 

Economic History (about 150 pp.). Annual 

Statistical Bulletin on Economic Conditions in Great 
Britain. Quarterly. 

Report and Statistical Bulletin on Current Economic 
Conditions in Europe. Annual. 


Special Memoranda. One or Two Annually. 


By joining the Society, all these varied publications, enab- 
ling the reader to keep abreast with the developments of eco- 
nomic science and economic facts in all parts of the world, 
can be obtained for $5.00 a year. 


The Bulletins and Special Memoranda are prepared by the 
London and Cambridge Economic Service with the assistance 
of regular correspondents in the chief European countries. 


Applications for membership should be addressed to: 


The Secretary, Royal Economic Society 
4, Portugal Street, London, W.C.2. 


—$ 
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THE CENTURY STUDIES IN ECONOMICS 
WILLIAM H. KIEKHOFER, Ph.D., General Editor 


BUSINESS ETHICS. By FraNK CHAPMAN SHARP, Ph.D., Emeritus Pro- 
fessor of Philosophy, University of Wisconsin; and PHitip G. Fox, A.M., 
Associate Professor of Business Administration, University of Wisconsin. 
Royal 8vo, 316 pages. $2.25 


A pioneer book that analyzes the ethical problems which are most common 
and most fundamental in the modern business world and sets up principles of 
fair dealing in business, illustrates these by concrete cases, and checks them 
against legal decisions. 


THE DEVELOPMENT OF MODERN WORLD TRADE. By Isaac Lip- 
PINCOTT, Ph.D., Professor of Economic Resources, Washington University. 
Royal 8vo, 566 pages, maps and charts. $4.00 


A comprehensive account of present-day international trade and its develop- 
ment since about 1870 which embraces the political as well as the economic 
and financial aspects. 


ECONOMIC PRINCIPLES, PROBLEMS AND POLICIES. By WiLtiam 
H. KigKHOFER, Ph.D., Professor of Economics, University of Wisconsin. 
Royal 8vo, 955 pages. Student’s Edition. $4.00 


It gives an authoritative, well-balanced, and readily understood exposition of 
the structural organization of modern economic society, the ways in which it 
functions, the principles or laws which govern its functioning, the maladjust- 
ments in its operations resulting in problems demanding private and public 
action, and the policies pursued in attempts to make it function better. 


PUBLIC FINANCE. Third Edition. By Har.ey L. Lutz, Ph.D., LL.D., 
Professor of Public Finance, Princeton University. Royal 8vo, 940 pages. 
$4.00 

This book gives a clear view of present-day fiscal problems of government, 
national, state, and local, as seen from the standpoint of the taxpayer, and 
applies to these problems a rational economic philosophy. 


THE DEVELOPMENT OF ECONOMICS. By WituaoM A. Scott, Ph.D., 
LL.D., Emeritus Professor of Economics, University of Wisconsin. Royal 
8vo, 540 pages. $4.00 


An objective treatment of the development of economics which makes possible 
more complete discussions of the important authors and doctrines than are to 
be found in other available histories of economics. 


D. APPLETON-CENTURY COMPANY 


35 West 32nd St. 2126 Prairie Ave. 
New York Chicago 
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ECONOMICA 


ECONOMICA, first published by the London School of Economics and 
Political Science in 1921, entered upon an immensely successful New 
Series in 1934 when its scope was restricted to cover the publication of 
British, American and foreign researches in Economics, Banking and 
Commerce, Economic History and Statistics. Its Editorial Board is com- 
posed of Sir William Beveridge, Professor A. L. Bowley, Professor T. E. 
Gregory, Professor F. A. von Hayek, Professor Arnold Plant, Professor 
Eileen Power, Professor Lionel Robbins and Professor A. J. Sargent. 


ECONOMICA is published quarterly (in February, May, August and 
November) and an annual subscription may be taken at any time to cover 
four consecutive issues. 


MEMBERS OF THE AMERICAN ECONOMIC ASSOCIATION may 
subscribe at the specially reduced rate of 12s. 6d. per annum. Subscriptions 
should be sent to the Secretary and Treasurer, American Economic As- 
sociation, Evanston, Illinois, accompanied by a cheque drawn in sterling 
in favour of ECONOMICA, London School of Economics and Political 
Science. 


SOCIAL RESEARCH 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for November 1938 (Volume 5, Number 4) 


The Troten Morse of F. A. HERMENS 
International Trade under Totalitarian Governments ....... ARTHUR FEILER 
The Significance of Methodology for the Social Sciences . . FELIX KAUFMANN 
Eduard Heimann on the ‘“‘Revolutionary Situation” (Note) ....SmNEY Hook 
Rejoinder .. EDUARD HEIMANN 
Security Prices, Investment Values and Speculation (Note) ..Frirz LEHMANN 


Book Reviews 
Table of Contents and Indices for Volume Five 


Published in February, May, September and November 
Subscription $2 a year (Foreign $2.50)—Single copies 50 cents 
(After January 1, 1939, $3 a year, Foreign $3.50, except for 
subscribers renewing before that date; single copies, 75 cents) 


66 WEST 12TH STREET, NEW YORK, N.Y. 
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ECONOMICS AND SOCIAL INSTITUTIONS 


Nearly one hundred colleges and universities began the year 1938-39 
with the use of one or more of the volumes in the new six-book 
series for the general introductory course in economics. Those start- 
ing with Volume I, “Development of Economic Society,” or Volume 
II, ‘Introduction to Economic Analysis,” include 


University of California University of Notre Dame 
Colgate University Ohio State University 
DePauw University Princeton University 

Duke University Rutgers University 
Georgetown University Swarthmore College 
University of Georgia Tulane University 

Indiana University University of Virginia 
University of Kansas University of Washington 
Northwestern University Western Reserve University 


Harvard University began this year’s course with Volume IV, “Money, 
Credit, and Finance”; Stanford University, Williams and Haverford Col- 
leges with Volume III, “Social Control of Industry.” 


The “Instructor's Manual” for the complete series is proclaimed to be “the 
most helpful aid to the instructor pertaining to any textbook.” 


Publishers LITTLE, BROWN AND COMPANY _ Boston 


Now Considered a Necessary Course in The Political 
Science Curriculum 


BUSINESS AND GOVERNMENT 


Third Edition, 1938 


By CHARLES C. ROHLFING, Epwarp W. CarTER, BRADFoRD W. WEST, 
Wharton School of Finance and Commerce, University of Pennsylvania, 
and JOHN G. HErvey, School of Law, Temple University 


The Standard Classroom Text 


Now in use in more than one hundred 
universities and colleges 


780 pages. A copy will be sent on approval. Price $4.00 


THE FOUNDATION PRESS, Inc. 
11 South LaSalle Street, Chicago 
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THE ECONOMIC RECORD 


The Journal of the Economic Society of Australia and 
New Zealand 


Published half-yearly in June and December. 
Single copies, 5 shillings (Australian). 
Annual subscription, 10 shillings (Australian). 


The Economic Record publishes authoritative articles by 
recognised economists on economic, financial, labour and 
social conditions in Australia and New Zealand. 


It is the only Journal in Australia which examines these 
questions from a scientific point of view. 


Subscriptions should be sent to the publishers: 


The Managing Director, The Melbourne University Press 
Melbourne, N.3., Australia 


The JOURNAL of 
LAND & PUBLIC UTILITY 
ECONOMICS 


is a quarterly published in February, May, August and Novem- 
ber by Northwestern University. It was founded in 1925 by 
Richard T. Ely and is now in its fourteenth year. The Journal 
carries scientific articles dealing with the economic problems of 
land and public utilities. Its departments carry shorter notes 
and comments on current developments relating to urban land, 
land resources, and public utilities, as well as reviews of recent 
literature in these fields. 


Subscription price—$5.00 per year 


Single copies —$1.25 each 


Northwestern University, 337 East Chicago Ave., Chicago, IIl. 
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AN INTRODUCTION 
TO ECONOMICS 


By H. LARuE FRAIN 
Wharton School of Finance 
University of Pennsylvania 


Unusual in approach and content, this book, unlike the conventional 
economics text, places primary emphasis on actual business and finan- 
cial operations. Elementary theory grows out of and supplements the 
realistic description of business conditions and practices. The aim of 
the text is to enable students to comprehend more fully the economic 
system as they may already have encountered it in daily life, or as 
they will encounter it in the future. $3.00 


HOUGHTON MIFFLIN COMPANY 


Boston New York Chicago Atlanta Dallas San Francisco 


The Canadian Journal of Economics 
and Political Science 


The Quarterly Journal of the Canadian Political Science Association 
Editors 
C. A. Curtis, H. A. Innis, R. A. MacKay, R. MacG. Dawson 
Managing Editor 
V. W. Brapsn, Universtry or Toronto, Canapa 

Annual subscription - - $3.00 

Single copies - - - - $1.00 
This Journal publishes articles on the economic, political and social problems 
of Canada and on the general theoretical issues raised by these problems. 
The Journal also contains reviews, notes on current Dominion and Provincial 


Legislation, and on Canadian official publications. Each issue will contain a 
hibliography of Canadian Economics. 


Subscriptions may be sent to the publisher 


THE UNIVERSITY OF TORONTO PRESS 


TORONTO, CANADA 
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The American Academy of 
Political and Social Science 


FUNCTION: The Academy was organized nearly fifty years ago, to provide a 
forum for the discussion of the great political, sociel and industrial problems 
confronting both our own country and the rest of the world. This is done through 
its publications and its meetings. 


PUBLICATION: THE ANNALS is the regular bi-monthly publication of the 
Academy. Each issue is a symposium on a subject of national or international 
importance, and is the equivalent of a book on the subject. Every volume con- 
tains a section devoted to the review of new literature in the field of the social 
sciences. 


MEMBERSHIP: Applications for membership in the Academy should be ad- 
dressed to the Secretary at the Academy offices. The annual membership fee 
is $5.00 and the life membership fee is $100. Members of the Academy receive 
the regular issues of THE ANNALS and are invited to the meetings. 


The American Academy of 
Political and Social Science 
3457 Walnut Street, Philadelphia 


The South African Journal ot 


Economics 


Arrangements have been made with the American Economic Associa- 
tion whereby members of the Association (or subscribers to the 
American Economic Review) may subscribe to the South African 
Journal of Economics (published quarterly) for an annual payment 


of 15/- South African currency. 


Members of the Association (or subscribers to the Review) can only 
obtain this privilege through the Secretary of the Association, North- 
western University, Evanston, Illinois. Applications should be ad- 
dressed to him and must be accompanied by a draft for 15/- drawn in 
favor of the South African Journal of Economics. 


Renewals of present subscriptions may be obtained in the same manner 


at the same rate. 
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APPLIED 
ECONOMICS 


Bye and HEWETT 


This new, third edition (Sept., 1938) 
is a complete revision of one of the 
most widely used college texts on 
economic problems. Sound in theory, 
thoroughgoing in discussing and il- 
lustrating major problems, and now 
up-to-date on Social Security, revenue 
legislation, banking, labor, agricul- 
ture, trade, etc. Tables and charts are 
revised and reading lists brought up 
to date. 


CONSUMERS 
AND THE MARKET 


Marcaret G. 


A comprehensive description and 
analysis of the market from the stand- 
point of the consumer. 


“As economic analysis it is a piece 

of work of high order—sound, pene- 

trating, carefully thought through.” 
—Hazer Kyrkx 


“The student of marketing will find 

much to praise in this dignified, 

scholarly evaluation of that system.” 
—Husert E. Bice 


690 pages, $3.75 584 pages, $3.75 


1939 Catalogue of Social Science Texts on request 


F. §. CROFTS & CO.—New York 


The Public Opinion Quarterly 


Published by School of Public 
Affairs, Princeton University 


DeWitt Cuinton Poo te, Editor 


Harwoop L. Cups, Managing Edi- 
tor 


ASSOCIATE EDITORS 


E. PenpLeTon Herrinc, Harvard Haroip D. LassweE tt, Chicago 
HapLey CantrRiL, Princeton O. W. Riecet, Washington and Lee 


“A scholarly meeting-ground for all those interested in how public 
opinion generates, how it is composed, how it is influenced, and how 
it may be measured.” 


Each issue includes: 


(1) Leading articles 


(2) Special departments dealing with Technical Research, Government 
Public Relations, Organized Groups, Professional Services 
(3) Book Reviews 


(4) Comprehensive, annotated bibliography 


Subscription, $4 yearly. Address Managing Editor, THE PUBLIC 
OPINION QUARTERLY, Princeton, N.J. 
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of the American Economic Association, 
draft in English exchange in favor of the London School of 


A discount of 10% is allowed on orders for the whole series. 


LONDON SCHOOL OF ECONOMICS AND 
POLITICAL SCIENCE 


University of London 


The following reprints of scarce tracts in economics and political science, published by 
London School of Economics and Political Science, are available to members of the 

can Economic Association at the reduced — quoted. Orders must be sent to the Seer 

vanston, Illinois, and must be accompanied by a 

Economics and Political Science. 


1. Pure Theory of Foreign Trade and Pure Theory of Domestic 

bag 3 By Alfred Marshall. (1878) 1930, re-issued 1935; 28, 37 pp. 
s. 6d.* 

2. A Lecture on Human Happiness. By John Gray. (1825) 1931; 
72, 16 pp. 3s. 6d 

3. Three Lectures on the Transmission of the Precious Metals 
from country to country, and the Mercantile Theory of Wealth. By 
Nassau W. Senior. (1828) 1931; 96 pp. 3s. 6d. 

4. Three Lectures on the Value of Money. By Nassau W. Senior. 
(1840) 1931; 84 pp. 3s. 6d. 

5. Three Lectures on the Cost of Obtaining Money and on Some 
Effects of Private and Government Paper Money. By Nassau W. 
Senior. (1830) 1931; 103 pp. 3s. 6d. 

6. Labour’s Wrongs and Labour’s Remedy; or, The Age of Might 
and the Age of Right. By J. F. Bray. (1839) 1931; 218 pp. 5s. 

7. A Critical Dissertation on the Nature, Measures, and Causes of 
Value; chiefly in reference to the writings of Mr. Ricardo and his 
followers. By Samuel Bailey. (1825) 1931; xxviii, 258 pp. 5s. 

8. Lectures on Political Economy. By Mountifort Longfield. (1834) 
1931; 12, 268 pp. 5s 

9. The Graphic Representation of the Laws of Supply and Demand, 
and other Essays on Political Economy. By Fleeming Jenkin. (1868- 
1884) 1931; 6, 154 pp. 4s. 

10. Mathematical Psychics. An Essay on the application of 


Mathematics to the Moral Sciences. By F. Y. Edgeworth. (1881) 
1932; 150 pp. Reprint exhausted. 

11. Grundziige der Theorie des wirtschaftlichen Giterwerts. By 
E. v. Bohm-Bawerk. (1886) 1932; 150 pp. 3s. 6d. 

12. Co-ordination of the Laws of Distribution. By Philip H. Wick- 


steed. (1894) 1932; 60 pp. 3s. 6d. 

13. Wages and Capital. By F. W. Taussig. (1896) with a new intro- 
duction by the author, 1932, re-issued 1935; ix, xviii, 352 pp. 7s. 6d.* 

14. Tours in England and Wales. By A. Young. (1784-1798) 1932; 
336 pp. 5s. 

15. Uber Wert, Kapital und Rente. By Knut Wicksell. (1893) 1933; 
143 pp. 4s. 

16. Risk, Uncertainty, and Profit. By Frank H. Knight, Ph.D. 
(1921) with a new introduction by the author, 1933 re-issued 1935; xl, 
396 pp. (full binding only) 6s. 3d. 

17. Grundsatze der Volkswirtschaftslehre. By Carl Menger. (1871) 
with a new introduction by F. A. von Hayek, 1934; xxxii, xi, 286 pp. 
(Collected Works, Vol. I) 7s. 6d. 

18. Untersuchungen ii. d. Methode der Socialwissenschaften, u. der 
Politischen Oekonomie insbesondere. By Carl Menger. (1883) 1933; 
xxxii, 292 pp. (Collected Works, Vol. II) 7s. 6d. 

19. Kleinere Schriften sur Methode und Geschichte der Volkswirt- 
schaftslehre. By Carl Menger. 1935; vi, 292 pp. (Collected Works, 
Vol. III) 7s. 6d 

20. Schriften iiber Geldtheorie und Wahrungspolitik. By Carl Men- 
ger. 1936; 332 pp. (Collected Works of Carl Menger, Vol, IV). 7s. 6d. 


* These numbers may be secured in an alternative full binding at the extra cost of 1s. 
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